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NATIONAL POLICY AND ISSUES 


PATENT SYSTEM AS KEY BUILDING BLOCK IN RESTRUCTURED ECONOMY 
Tianjin JISHU SHICHANG (TECHNICAL MARKET) in Chinese No 57, 20 Dec 83 pp 1, 3 


[Text] After the news spread that the Third Plenum of the Sixth NPC 
Standing Committee had discussed China's patent law (draft), reader after 
reader wrote to this newspaper, inquiring as to when China's patent law 
would be promulgated and seeking to understand the situation concerning 
China's patent law (draft). Recently, reporters from this newspaper took 
this question to Comrade Wu Heng, NPC Standing Committee member and advisor 
to the State Scientific and Technological Commission. 


“omrade Wu Heng first discussed the situation with respect to the formula- 
tion of China's patent law (draft), saying: "The patent law has not yet 
been officially published. When the draft was put forward at the last 
session of the NPC Standing Committee, amendments were suggested, and 

these will be deliberated at the next session of the NPC Standing Committee. 
It is possible that there will be a few revisions. I anticipate that the 
patent law that results from the revisions will be an even better one, 

and that it will be even better geared to China's actual circumstances." 


Wu Heng added: “China has been preparing to formulate a patent system 

for nearly 5 years now, and has spent the last 3 years drafting the patent 
law. I am completely in favor of what has happened with respect to this 
matter. The establishment of a patent system is an important aspect of 

the restructuring of China's economic system, and is also an important 
reform of our scientific research and technological development and 
exchange. it represents a reform of our system of technological manage- 
ment and is an important event on China's economic and technological fronts." 
In discussing the fact that the patent system will stimulate the enthusiasm 
for inventiveness and creativity of workers and technological personnel 

in enterprise units, he said: "Those individual units that demonstrate 
inventiveness and creativity are superior technologically. But if there 

is no patent system, their inventions can be used arbitrarily by anyone 
without any compensation to the inventors, and the superiority of those 
units will be lost. The patent system will give such units exclusive 
rights to their inventions for a fixed period fo time, thereby guaranteeing 
their superiority." 











In discussing the effects of China's establishment of a patent system on 
the internationa!. realm, Wu Heng said: "The formulation of the patent 

law is closely related to China's development of foreign trade and the 
import of advanced technology from abroad. In our contacts with foreign 
friends, they have indicated a number of times that they have been extremely 
interested in whether or not China would implement a patent system. When 
the press announced that the patent law (draft) has been officially placed 
on the agenda of the NPC Standing Committee and was discussed at the last 
meeting, reactions in Japan were quick. Some Japanese newspapers reported 
that China has implemented a patent system, and the enterprises of Japan 
and the other advanced industrial countries need no longer worry about 

the outflow of technological information. They can stop worrying about 
exporting high technology to China." 


In response to the request of reporters of this newspaper, Comrade Wu 
Heng explained some of the problems that have aroused concern with respect 
to the patent law: 


1) The relationship between the patent law ard the popularization of 
technology. He said: "Patents are certainly a step forward from the 
technology blockade and secrecy of a feudal society. In the past, many 

of our country's good technologies could not be accumulated and handed 
down. As a result, they did not become a part of the wealth of the masses, 
and were instead buried in history. The patent law provides a fixed period 
of protection to inventions and creations. When the inventions are later 
made available to the public, it is beneficial to the accumulation and 
passing on of technological results, and it is also beneficial to the 
popularization and applications of technologies. In the past, becuase 

of China's policy of “eating out of the big pot", we took a few wayward 
paths with respect to the popularization of technology. There were two 
main problems. The first was that of gratuitcus popularization. There 
were no definite rights or obligations with respect io the things that 
were granted and received, and this caused irrationality and irresponsibility 
in the popularization of technology. It also created a massive waste of 
manpower and resources. The second problem was that the unit responsible 
for an invention received no economic compensation or benefits from the 
popularization of their invention, and they thus had no enthusiasm for 
popularization. Consequently, these inventions and creations eventually 
came to be confined to the tiny realm of the single unit or area respon- 
sible for them. The result was that many units in need of these tech- 
nologies were unable to make use of them. Of these two phenomena, irrational 
popularization occurs like a “swarm of bees", and at the same time we 

are unable to spread the technology that should be popularized. Both 
phenomena are harmful to scientific and technological development, and 

are also harmful to the concept of letting scientific research serve the 
people. The establishment of a patent system will help change this situa- 
tion. It will encourage improvements in the quality of research, and will 
popularize the idea of paying attention to economic results in this kind 
of work." As to how to realize the popularization of technology, and 
whether or not this needs to be clearly defined within the limits of the 











patent law. Which technologies should be popularized and to what degree 
this should occur, and which technologies cannot be popularized and must 
be kept confidential--the answers to these questions should be determined 
by the State planning departments and the relevant economic departments. 
But the patent law will resolve the problem «f protecting inventions and 
creations, namely the problem of intellectual property rights. The law 
creates favorable conditions for the planned popularization of technology, 
and it will enable the relevant economic planning departments to get a 
good grasp of new technological information and its implementation." 


2) The problems concerning the ownership of patent rights. Comrade Wu 
Heng believes: "Patenting intellectual products and patenting material 
products amount to the same thing. Each requires making an investment 

and expending manpower, material 1esources and time. That unit which 
creates the product should have ownership of the patent rights. The inven- 
tions of enterprises and facilities owned by the whole people should belong 
to the whole people just as do other material products. With respect to 
the management of inventions and the profit from those inventions, they 
should be managed by the units as are material p.oducts, but the enterprise 
and the inventors should receive an appropriate share of the economic gain. 
For example, the steel produced by steel plants and the products of depart- 
ment stores are all owned by the people as a whole, but this certainly 

does not mean that they can be used at random by everyone. Tie people 

must still pay for them, even though they are allocated by the State. 

As to the patent rights of collective ownership units, they should belong 
to the respective units while the patent rights of individuals should belong 
to the individual. In particular, it should be pointed out that there 

are now also Sino-foreign joint ventures. Their patents should belong in 
part or in full to the foreign investors." 


3) In discussing why China should grant three kinds of patent rights--on 
inventions, or utilization of new patterns, and on exterior designs-- 
Comrade Wu Heng said: “We want to encourage important inventions, but 

we also want to encourage smaller inventions, whether they concern the 
utilization of new patterns or exterior designs. In this respect we 
should draw from the experience of foreign countries, especially the 
experience of the Federal Republic of Germany and Japan. Japati pays a 
great deal of attention to smaller inventions, fully developing the role 
of smaller technological reforms (whose econonic results can be great), 
increasing product design and variety, properly providing for the needs 

of the market, improving economic results, increasing the capability of 
the competing in international market, and so on. For example, there was 
a person in Japan who invented a refrigerator odor absorber. This is a 
very minor invention, but its economic results were very favorable. China 
is currently in urgent need of these kinds of minor inventions; for the 
past few decades many of our country's products have been in constant need 
of systemic change. Protecting small inventions can mobilize the great 
masses to become engaged in invention activities. It is relatively 
difficult to bring to fruition many major inventions, but small inventions 








and new designs can be completed at any time by workers and technological 
personnel in the workshop and on other front lines of production. So the 
creation of three kinds of patents is advantageous with respect to the 
technological transformation that China is currently undertaking. 


Finally, in discussing the joint work on disseminating patent know-how 

and the exchange of patent work experience by the China Patent Bureau and 
JISHU SHICHANG (TECHNICAL MARKET), Comrade Wu Heng said that the above- 
mentioned formation was a good idea. People do not have time to read large 
volumes of publications. It would be better to have a copy of a tabloid 
publication that makes everything clear at a glance. Premier Zhao pointed 
out recently that we must do a good job ir information work, but our 
enterprises have not paid sufficient attention to spreading information. 

By paying attention to information work we can improve production efficiency, 
lower costs, and make products more marketable. This matter should be 
brought to the attention of leading departments and enterprise and pro- 
fessional units. JISHU SHICHANG has done a good job in this respect, and 

I hope it will continue its hard work. 
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ECONOMIC DEVELOPMENT ZONES 


CONSTRUCTION O7 SHANGHAI ECONOMIC ZONE DISCUSSED 


Shanghai SHIJIE JINGJI WENHUL /WoRLD ECONOMY FORUM/ in Chinese No 2, 20 May 84 
pp 43-46, 75 


/article by Shen Junpo /3088 1498 0980/: "We Should Build the Shanghai Economic 
Zone into an Export-oriented Processing Economic Zone"/ 


/Text/ The building of economic zones across trades and undertakings, across 
regions and across urban and rural areas is a strategic policy decision in 
realizing the four modernizations in our country end is also a major break- 
through in the reform of the system of organization in our country. 


All the economic zones have their common character, which is that they are formed 
with the key city as the center and the medium-sized and small cities as the 
core within a region of the same category in accordance with the intrinsic 
relationship of economic development. As an economic network with the broad 
fair towns and rural areas as the basis, they organize all kinds of economic 
activities to realize the common goal of economic prosperity in accordance with 
the demand of large-scale social production. The various economic zones, how- 
ever, all have their individual charecter, which is dictated by the historical 
factors, geographical conditions, natural resources, economic strength and work 
foundation of each locality. Under the demand of taking the whole country into 
account, the localities bring into play their own strengths to offset their 
weaknesses and set up economic z2unes with their individual characteristics in 
order to render unique contribuitons to realizing the four modernizations 
throughout the country. 


What characteristics should the Chang Jiang Delta Economic Zone (the Shangha1 
Economic Zone) with Shanghai as the center have? 


I. The Goal of Construction: An Export-oriented Processing Economic Zone 


The Shanghai Economic Zone is one of the most economically-developedc regions 

in our country. The entire zone constitutes only 1/120th the land of the whole 
country, but the gross value of industrial and agricultural output constitutes 
one~sixth of that of the whole country. This zone possesses many superior 
features. It is near the river and the sea and has a famous harbor. It has a 
developed industry and a high-yield agriculture. Science and education are 
popular, and there is a high concentration of skilled personnel. Trade is 








prosperous and cities are in clusters. Of the above, the most concentrated 
superior factor is the possession of a processing industry that is relatively 
powerful, advanced and fully equipped. The gross value of industrial output 

of the entire zone (almost all of which is processing industry) constitutes 
one-fifth of that of the whole country. In its decision to build the Shanghai 
Economic Zone, the State Council has clearly pointed out the necessity to bring 
this superior factor of the processing industry into play. I feel that the 
short-term goal of construction of the Shanghai Economic Zone should be develop- 
ment of an export-oriented processing economic zone. There are the following 
four reasons: 


(1) The production capacity of the traditional processing industry has basically 
surpassed the needs of the market throughout China. Overproduction of the 
popular high-profit light industrial products is a particularly serious 

problem. For instance, the entire zone can handle an annual output of 25 
million bicycles, which has surpassed the sales volume (22 million bicycles) 
throughout the country. Overproduction of wristwatches is even more prominent. 
Thus, t.e proper approach to giving play to the strengths of the processing 
jndustry in the Shanghai Economic Zone is to open up to the international 
market. 


(2) The Shanghai Economic Zone must absolutely not push its way into the domestic 
market while shying away from markets abroad. Rather, it should push its way 
into foreign markets abroad and make way for the market at home, opening up its 
broad prospect in the world market. For instance, in terms of Shanghai's 
industrial products, in the past, what the hinterland did not have, Shanghai 
had, and scored success for having something. Now that industry has developed 
in the hinterland, Shanghai scores success for having something “superior.” 

In the future, industry will further develop in the hinterland. To continue 

to be in the lead, Shanghai must score success for having something “new.” 

That is to say, it should provide more and better new installations, new 
products and new techniques for the whole country. Furthermore, it must score 
success for having something “from abroad." That is to say, it must bring in 
foreign investment and foreign technology, expand foreign trade, and render 
still sore contributions to developing markets abroad. To score success for 
having something "from abroad," we can also boost what is at home with what is 
abroad. In this way, we can both score success for having something "new" and 
practically and realistically solve the problems encountered in scoring this 


success. 


(3) The Shanghai Economic Zone has one unique superiority, and that is the world 
famous Shanghai Harbor. The Shanghai Harbor enjoys a broad hinterland, rela- 
tionships with a wide range of foreign countries, and a large harbor handling 
capacity. In addition, together with the Nantong Harbor of Jiangsu and the 
Ningbo Farbor of Zhejiang, it could form an echelon of harbors. This would be 
like might redoubled that presents extremely favorable material factors for 
constructing an export-oriented processing economic zone. 


(4) The Shanghai Economic Zone should strive to be the vanguard when the state 
needs to develop its economic relations with foreign countries and when China's 
economy wants to enter the ranks of the world's advanced economies. 








From this, we can see that it is an inevitable trend for the Shanghai Fconomic 
Zone to develop into an export-oriented processing economic zone. It is also 
its most striking characteristic. To build an export-oriented processing 
economic zone means to shift the industrial products in the zone gradually from 
primarily domestic sales to sales abroad and to enter the international market 
in an even broader fashion. Specifically, it means to raise the percentage of 
export products in the gross value of industrial output of 10 cities from 19 
percent now to almost 50 percent by the end of this century. Naturally, an 
export-oriented processing economic zone absolutely does not mean engaging 
solely in export and doing everything for sales abroad. It is obviously risky 
also to be completely divorced from the domestic market and to hinge the economic 
fate of this zone on the world economy. However, we must be fully aware of the 
fact that only by paying more attention to entering the international market 
can the Shanghai Economic Zone take off economically and render still greater 
contributions to realizing our country's four modernizations. 


II. Shift in Tactics: Developing From Internal Circulation to External 
Circulation 


To develop the Shaghai Economic Zone into an export-oriented processing 
economic zone, we must effect a series of changes in our economic tactics. The 
most important link is to properly organize socialist production and circulation 
according to the demands of modern large-scale production. To accomplish this, 
we not only must shatter the separation among regions, among trades and under- 
takings and between urban and rural areas, but must also shatter the boundaries 
between nations, so that our country's socialist economy will truly expand its 
position and deepen its influence in the world economy. The following changes 
will then take place in the Shanghai Economic Zone. 


(1) Supply, production and sales will shift from "internal circulation" to 
"external circulation." Since the nation's founding, the industrial raw 
materials of the coastal regions primarily came from the hinterland. After 
processing by the coastal regions, products were sold to the market back in 

the hinterland. This was domestic circulation involving supply, production 

and sales. Due to the rapid development of local industries, the hinterland is 
retaining for its own use a considerable portion of the raw materials which it 
formerly supplied to the coastal regions. Interior markets which formerly sold 
products from the coastal regions are now selling a considerable portion of their 
own products. Thus, if the coastal regions want to develop their processing 
industry, they cannot rely sciely on domestic circulation in supply, production 
and sales. The Shanghai Economic Zone is a region lacking in energy and 
materials. It should strive to use more raw materials from abroad and, through 
processing, push the products into the foreign markets. This is the so-called 
external circulation in supply, production and sales. For instance, in the 

past, 50 percent of the raw materials of the Shanghai cotton textile industry 
already came from abroad. Through processing, over half of the products was 
sold abroad. This is a successful example of developing from “internal circula- 
tion” in the past to "external circulation." 


(2) Technological progress should be shifted from "small-scale transfer" to 
"large-scale transfer." In the past, the coastal regions transferred appropriate 








technology and technical forces to the mainland. This was an effective measure 
in narrcwing the gap in economic development between the eastern part and the 
westerm part of our country. This method was limited formerly to the transfer 
of technology at home. Due to the changes with each passing day and the advance 
by leaps and bounds of foreign technological development, the Shanghai Economic 
Zone, a developed region, has the responsibility as well as the ability to 
import more foreign advanced technologies and, through absorption, utilization, 
consolidation and development, transfer these technologies to the hinterland. 
This means to implement “large-scale transfer." The economic zone must become 
the “intermediate transfer station" of foreign advanced technology. 


(3) In industrial planning, we should shift from small and complete, and large- 
scale and complete, to "comprehensive and complete." In the past, the various 
cities basically belonged to the "closed-door mode."" Most of them practiced 
"small and complete" and “large and complete" production behind closed doors. 
To set up an economic zone, we must have unified and rational planning. All 
the cities must bring their superior factors into play and at the same time 
carry out cooperation among themselves and complement one another, shatter 

the mode of "small and complete" and "large and complete" production, realize 
"comprehensive and complete" production within the economic zone, truly attain 
the goal of entering the international market, and formulate an "open door" 
economic network of developing the economy with foreign countries. . 


(4) The products of dependable quality should shift from "commodity circulation" 
to "product dissemination." To establish an export-oriented processing economic 
zone, we must vigorously develop export-products needed by the foreign markets. 
We must give up something in order to gain something else. On the one hand, 

we should concentrate our manpower and material resources on moving toward high- 
grade, precision and advanced production, and provide more medium- and high-grade 
products needed by foreign markets. On the other hand, we must gradually 
disseminate the popular low-grade products for roughing from the large cities 

to the medium-sized and small cities, from the medium-sized and small cities to 
to the rural areas and from the coastal regions to foreign countries. For 
instance, Shanghai produces 190 million towels, 100 million pairs of socks and 
100 million handkerchiefs annually. Of this, the roughing portion should be 
shifted to other places. These shifts not only involve shifts in the production 
tasks but also shifts in production technology and complete sets of production 
equipment. Only through this manner of upgrading and updating can the processing 
industry of the economic zone continue to advance to a new level. 


III. Guiding Principle: Choose To Develop Toward the "Outside" and Achieve 
Integration 


In the overall planning for constructing an export-oriented processing economic 
zone, we should choose to develop toward the "outside," which also means to 
vigorously support products tor sales abroad which we have at present and which 
also have good prospects for development, and get them off to a good start on 
the international market. Choosing to develop toward the "outside" and choosing 
to develop the "outstanding" products are basically the same, At present, the 
products for export are generaily "outstanding" products and the superior factor 
in export lies generally with the superior trades and undertakings. However, 








to truly capture the international market and create more foreign exchange with 

the outstanding products and the outstanding industries, we must work arduously. 
We must actively plan and vigorously support the effort, eradicate obstacles and 
encourage a "take off," and to realize the country's eager expectation that the 

Shanghai Economic Zone will work hard to move outward. 


In general, the Shanghai Economic Zone indeed possesses many superior factors 
for export. It has textile industrial products that have a broad foreign market. 
It has large numbers of light industrial name-brand products which have already 
entered the world market. It has a shipbuilding industry which is emerging in 
the international shipping business. Its electromechanical products enjoy a 
relatively good market in the third world. It has native and special handicraft 
products which enjoy world reputation. It has very attractive tourists spots-- 
scenic places south of the Chang Jiang. However, to further develop these 
superior factors, we nust follow the road of integration. For instance, in 
exporting clothing, Changzhou should energetically make preparations to build 
the Gondfang Clothing Center. Wuxi should also energetically prepare for the 
establishment of the China Clothing Center. Suzhou, in particular, must carry 
energetically fulfill its role as the place of origin for Chinese style costumes. 
Shanghai, of course, must industriously capitalize on its superiority in 
exporting clothing. It is good that the various localities set high aims and 
lofty aspirations. A large country like ours, with a population of 1 billion, 
is presently exporting clothing that amounts to $1 billion, which constitutes 
two percent of the world's export in clothing, less than one-fourth of that of 
Hong Kong and only one-half of that of Taiwan. There are definitely good 
prospects for vigorously developing our country's clothing industry for export. 
However, to do this we must set up clothing information centers, clothing design 
centers and clothing sales systems. We will have difficulty doing so if each 
goes its own way. We can only realize this task through integrated operation. 


The leadership of the State Council has stipulated the strategy of “cooperating 
domestically and pushing toward the outside" for the Shanghai Economic Zone. 
"Cooperating domestically and pushing toward the outside" not only embraces the 
clarity of unity toward the outside politically, but also aims at respecting 
economic laws. This is because, in developing external economy, we must act in 
accordance with the demands of modern large-scale production and organically 
organize the socialist enterprises, regions and trades and undertakings and 
develop the socialist relationship of mutual assistance and cooperation. This 
means that the relations of production (production and organizational structures) 
must correspond to the developed socialLproductive forces, and must also further 
enhance the social productive forces. 


"Cooperating domestically and pushing toward Lt. : outside" means pushing toward 
the outside through internal cooperation. To implement this principle, I feel 
that we should first of all bring about internal cooperation before we push 
toward the outside. This is because internal cooperation is the means and 
pushing toward the outside is the end. We do not have the strength to push 
toward the outside and push our way into the international market if we adopt 
the method of isolated struggles. We must understand that the international 
market follows the modern capitalist economy. We cannot push our way in single- 
handedly by using the natural economy itself. Only by relying on the socialist 
modern economy can we push our way in and establish our foothold. 








We must first of all carry out cooperation in pushing toward the outside. 
Such cooperation should be diverse, multilevel and multidirectional. It can 
be designed according to the following categories: 


First, cooperative operation. This is a loose form of cooepration. However, 
it is conducive to unified allocation, learning from others' strong points to 
offset our own weaknesses, bringing potential into play and facing the outside 
together. For instance, Shanghai Harbor, Nantong Harbor and Ningbo Harbor 
implemented cooperative operation, which served to a great extent to relax 

the contradition of “some not having enough to eat while others have too much 
to eat." When conditions are ripe, the two provinces and one municipality 

can also carry out cooperative operation in foreign trade and face the outside 
together. 


Second, organize transprovincial companies according to name-brand products 

for export. This is a tight form of cooperation. This is convenient for 
Organizing specialized production, for effectively raising the levels of produc- 
tion and management, and for further promoting the name-brand products. For 
instance, with regard to bicycles, organizing transprovincial companies with 

the production of name-brand products as the key, unifying trademarks, unifying 
technology, developing advanced technology, and developing foreign markets, 

we can definitely expand sales abroad and win success on the international 
market. 


Third, organize large-scale cooperation in supply, production and sales con- 
sistent with the requirement of developing foreign trade and utilizing economic 
methods. For instance, in exporting embroidered clothes, 20,000 female 
embroidery workers in the rural areas of the suburb of Ningbo City were engaged 
in embroidery work. One embroidery factory in Ningbo was engaged in making 
arrangements for the task of embroidering clothing and inspecting product 
quality. The Shanghai Municipal Export Clothing Company only had two fulltime 
personnel who were engaged in this work and were responsible for handling 
foreign trade tasks, organizing supply and production activities, and executing 
contracts for sales abroad. This type of large-scale cooperation in supply, 
production and sales has enabled the clothing embroidery business to develop 
continuously. Or again, for instance, last year we produced 26,000 tons of 

the Shaoxing old wine, a traditional product which has won the gold medal 

award three consecutive times. However, the markets abroad wanted 100,000 
tons. "One tree will not a forest make." We cannot solve this problem of 
undersupply by simply relying on one factory. To satisfy the demand of the 
foreign markets, we must pool together the forces from all fields such as 
agriculture (to solve the problem of raw material of glutinous rice), industry 
(to solve the problem of processing capacity and packaging capacity), scientific 
research (to solve the problem of improving variety), and foreign trade (to 
solve the problems of advertisement and sales abroad), ani implement cooperation 
among the primary industries, secondary industries, and "tertiary" industries. 
If we implement large-scale cooepration in supply, production and sales, we 

can certainly quadruple our present output in a few years, promote the sales 

of China's Shaoxing wine on the world market and turn it into an "elite" 
product. 
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Fourth, the foreign trade organizations can carry out door-to-door service 
for the production departments as well as information work, consultation and 
sales, and cooperation with the production departments in “pushing their way 
out." 


IV. The Key City Must Have Actual Strength, Appeal, Comprehensive Ability 
and Impetus 


To set up the Shanghai Economic Zone, we must organize properly a rational 
economic network. This economic network should follow the path of the socialist 
planned economy and enhance the prosperity of the socialist economy at home 

and within the zone. At the same time, it should be able to reach out and make 
contacts with the commodity economy of the capitalist world. 


Shanghai is our country's largest key city in foreign economy. To set up an 
export-oriented processing economic zone, the Shanghai Economic Zone must 
capitalize on its role as this key city. "Wherever the superior factors are, 
that is whefe we wiil begin." To form a chain of foreign economy, the starting 
point for the Shanghai Economic Zone should be Shanghai. 


To properly play the role of the "starting point," the key city in foreign 
economy requires actual strength, appeal, comprehensive ability and impetus. 


Actual strength: Shanghai is a world-famous harbor which enjoys a long 
history, a solid foundation and excellent conditions for foreign economic work. 
It has already established trade relationships with over 140 countries and 
regions, has a cadre rank that is skilled in the foreign trade business, and 
has already accumulated definite experience in foreign trade operations. In 
addition, it is backed by a powerful industry and means of transportation. 

It has relatively great actual strength. 


Appeal: Shanghai embodies all kinds of favorable conditions for developing 
foreign trade. This itself contains definite appeal. In particular, after 
the State Council has decided to expand Shanghai's decisionmaking power in 
foreign trade, Shanghai has become more appealing to the fraternal provinces 
and cities and neighboring cities at home, all of which are willing to 
strengthen their horizontal relationship with Shanghai and jointly utilize 
Shanghai's decisionmaking power in foreign trade to draw in foreign capital, 
import foreign technology and expand foreign trade. Thus, the appeal is also 
there. 


Comprehensive ability. This refers to the organization of comprehensive ability. 
To vigorously develop foreign economy, the Shanghai Economic Zone requires the 
organization of comprehensive work in foreign trade by the key city. Otherwise, 
it will encounter failure fairly easily when it reaches out. In reaching out, 
the fraternal cities have placed the following urgent demands on the key city: 
One, they hope for the establishment of an information center which can quote 
commercial prices, reflect economic information and carry out market forecasts 
for them. Second, they hope for the establishment of a consultative organ 

which will offer consultation services in foreign economy. Third, they hope for 
the establishment of the agency business which will assist them in handling 
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such aspects as drawing in foreijn capital, importing foreign technology and 
developing foreign trade, and at the same time render more support to them in 
credit and loans. Fourth, they hope for the development of a business 
involving processing and ordering of goods for foreign trade. Or, they hope 
to become the designated factories for Shanghai's foreign trade, or to engage 
themselves in the “processing of imported materials," “processing of imported 
samples" and "processing from imported blueprints." Fifth, they hope for the 
opening up of sales opportunities abroad in order to solve the problem of out- 
let for industrial products. In view o. development, Shanghai--this key 
city--should develop “tertiary industries" in respect to foreign economy, such 
as information centers, consultation centers, and monetary centers, in order 
to enable the processing industry in the entire zone to display its skill to 
the full in the world economy. At present, due to the fact that we still have 
not solve the problem of division of labor among local authorities, among 
central authorities and between local and central authorities in the foreign 
trade system, Shanghai--this key city in foreign trade--has not yet properly 
brought into play its “comprehensive ability" in foreign trade. 


Impetus: In light of the present situation, to fulfill its role of the key 
city in foreign trade, Shanghai has still failed to properly mobilize the 
internal impetus of the fraternal cities and factories and enterprises. This 
is because: First, the more foreign trade tasks, the fewer the advantages for 
the enterprises. Export tasks involve strict demands, urgent timetables and 
low profits. Once they encounter the problem of foreign trade deficits, they 
will not be able to solve it. Second, joining Shanghai in fulfilling the 
export tasks, the fraternal cities, however, do not enjoy the treatment of 
foreign exchange profitsharing. Hence, their enthusiasm is inhibited. Third, 
there are no rules and regulations regarding such problems as the difficulty, 
the length, and the proportion of tasks involving the production of products 
for export in Shanghai. If mishandled, we may affect equality and mutual 
benefits. Thus, we can see that we must formulate corresponding policies in 
order to bring into full play the enthusiasm of the various localities and 
enterprises in making joint efforts to reach out. 


Summing up the above, an important approach for the Shanghai Economic Zone is 
to advance in the direction of the an export-oriented processing economic zone. 
As long as we work hard to learn and apply two skills, flexibly make use of 
economic methods, appropriately improve the systems and policies concerning 
foreign trade, and adopt definite administrative measures in an appropriate 
manner, we will enable the Shanghai Economic Zone to have a good start in the 
international market and play a greater and greater role in the world economy. 
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ECONOMIC PLANNING 


PROBLEMS OF ECONOMIC ZONING EXPLORED 


Hunan JINGJI DILI [ECONOMIC GEOGRAPHY] in Chinese No 3, Aug 84 
p 163 


[Article by Hu Zhaoliang [5170 0340 6852], Geography Depart- 
ment, Beijing University: “Some Problems of Economic Zoning" ] 


[Text] Economic zoning is an important means of raising the 
results of economic construction. Following the 3d Plenum of 
the llth CPC Central Committee, scholarly circles and adminis- 
trative departments began to concern themselves with economic 
zoning. However, due to a lack of the necessary theoretical 
preparation, there have been many differences of opinion on 
economic zoning concepts. Summing up practical economic 
experiences and enhancing the understanding of the nature of 
economic zoning are major steps in promoting our work of 
economic zoning. 


1. Types and Systems of Economic Zoning 


Economic zoning is a system of a broad scope and can be 
classified from a variety of different angles. 


1) According to the sphere of the economic activities in- 
volved in the economic zoning, we may distinguish comprehen- 
sive and sectional economic zoning. 


Economic zoning conducted for whole sectors of economic 
activities such as industry, agriculture, communications and 
transportation is called comprehensive economic zoning. The 
economic zoning that is now being discussed in China is for 
the most part comprehensive economic zoning. 


Economic zoning conducted for the economic activities of one 
field or one section is called sectional economic zoning. 
Sectional economic zoning of production comprises industrial, 
agricultural, forestry and other such zoning. Sectional eco- 
nomic zoning of circulation comprises commodity circulation, 
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supply and marketing and other such zoning. Right after 
liberation, the divisions of the whole country into 9 wage 
zones and from 3-grade wage zones to ll-grade wage zones were 
actually also types of sectional economic zoning. The deline- 
ation of technology promotion zones and natural resources 
evaluation zones represents transitional zoning (peripheral 
zoning) of technology and nature in relation to the economy, 
which is a special type of sectional economic zoning. 


2) When classifying according to the objectives of economic 
zoning, we may distinguish the two large categories of 
cognitive and practical economic zoning. 


Lenin's division of America into a northern, southern and a 
western economic zone, the chapter on economic geography in 
the "Geography of China," compiled in the 1950's, dividing 
China into 10 large areas and the many instances of economic 
zoning found in our textbooks are all cases of cognitive 
economic zoning. 


Practical economic zoning is the one adopted by certain 
departments of economic administration; it fulfills a variety 
of different functions in economic administration. The Soviet 
Union divided its territory into 18 basic economic zones as a 
means of national economic planning on a long-term basis; 

this is a case of practical economic zoning. 


3) When classifying economic zoning chronologically, we may 
distinguish current economic zoning and long-range economic 
zoning. Economic zoning that has a cognitive objective is 
mostly current economic zoning. 


2. The Special Characteristics of Economic Zoning 


We may infer preliminarily that economic zoning has four main 
characteristics: 


1) Objectivity 


Economic zoning is an objective reflection of the subjective; 
it is the scientific reflection of people's subjective reali- 
zations of objectively existing economic zones. Economic 
zones are objective; they are objectively existing regional 
units of economic activities. They are regional units engen- 
dered by divergences in the overall economic activities, by 
certain aspects of economic activities or by regional 
relatiors. 
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Economic zoning work must, therefore, eliminate all disruptive 
interference by all unscientific subjective factors, or 
interference by selfish departmentalisms and localisms, and 
must reflect as far as possible the objective realities of the 
economic zones. Economic zoning is to be conducted according 
to unified principles and norms. The capability of these 
principles and norms to reflect the objective realities is the 
key to the question whether the economic zoning is of a truly 
scientific nature. There is one view that overemphasizes the 
subjective nature of economic zoning and neglects its 
objective character of reflecting the objective realities. 
This viewpoint is harming the scientific level of any economic 
zoning work. 


2) Regional Character 


Economic zoning must delineate certain territorial spaces as 
certain zones, which aie actually sections of the earth's 
surface. A certain zone will cover a certain area, has its 
four boundaries and borders, can be delineated on a map and 
can also be measured. The borders of the zone are governed by 
its longitudinal and latitudinal lines or by other surface 
features. Regarding each zone and between different zones, 
there are positional relations of distance, range and 
position. Zoning must, therefore, carry out demarcation of 
boundaries. Any inconstant and elastic zoning as well as 
zoning that cannot be traced on a map is not strict economic 
zoning. 


3) Comprehensiveness 


Economic zoning is dividing up the entire zoning area in a 
comprehensive way; to have the division comprehensive requires 
it to be nonoverlapping in nature and of 4 total coverage. 


Nonoverlapping nature, also called nonduplicative nature, 
means that a certain area must not be allotted to zone A as 
well as to zone B. 


Overall coverage, also called coverage without omissions, 
means that no area must be left out from zoning. For in- 
Stance, when economic zoning is carried out in a country, none 
of its provinces or ccunties must be left out from zoning. 
Otherwise, it would certainly indicate that there had been a 
confusion in the zoning concepts or errors committed in 
following the principles or norms of zoning. 
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4) Graduated Nature 


Economic zoning is of a graduated nature. When zoning a 
certain regional unit, it is possible to designate it first 
grade, second grade or third grade economic zone. Every 
economic zone of a higher grade is the organic composite of a 
certain number of economic zones of the lower grade. Com- 
bining a certain number of lower grade economic zones into one 
higher grade economic zone engenders a new character and 
imparts new traits. There is, therefore, a difference in 
zoning principles and norms for each grade of economic zoning. 
The highest ranking comprehensive economic zone of a country 
is also called the fundamental economic zone. 


3. Special Characteristics and Principles of Delineating 
Comprehensive Economic Zones. 


The comprehensive economic zone is the regional unit of a 
geological division of labor in production; it is the 
regional unit created as an integration of specialization and 
comprehensive development and created according to the laws of 
geological division of labor in production. The comprehensive 
economic zone reflects the regional differences anit’ regional 
interactions of all economic activities, including industry, 
agriculture, communications and transportation, and shows an 
economic compactness and unity of developmental direction of 
the economy within the zone concerned. A common economic core 
and a unison in its coordination with the administrative 
district are the essence and special characteristics of the 
comprehensive economic zone as well as the basis for the 
formulation of the principles that govern comprehensive 
economic zoning. 


1) Regional Units With Geological Division of Labor in 
Production 


Comprehensive economic zoning is the product of geological 
division of labor in production. Every comprehensive economic 
zone must have its own sector of speciaiization which con- 
stitutes the leading sector in the economic activities of that 
particular zone. A comprehensive economic zone is therefore 
not a closed regional unit that shuts itself up against the 
outside, but is rather a unit that is open to the outside. 

The foremost principle of comprehensive economic zoning is the 
geological division of labor in production. This principle is 
sometimes also called the principle of specialization or the 
principle of interregional differences. The objective of 
comprehensive economic zoning is not in the first place to 
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achieve self-sufficiency but a strengthening of the geological 
division of labor in production, 


2) The Zone as a Compact Economic Entity 


The economic activity within each comprehensive economic zone 
must be an organic entity, developing interconnected compre- 
hensive developmental sectors around its main sector of 
specialization, closely linked together through a network of 
communication lines. Being a compact entity does not mean 
being of a closed nature and not striving to be “large and 
complete." Its nature as a compact entity is a condition for 
the promotion of the further development of its sector of spe- 
cialization. If the zone lacks a unified network of communi- 
cation lines and economic activities within the zone are cut 
off from contacts with regions outside the zone, it will be 
impossible to form an integrated comprehensive economic zone. 
Due to complex social and historical reasons, there may at 
time be enclaves of one administrative district in another 
administrative district. For instance, the Haixi Mongol-Kazak 
Autonomous Zhou in the north of Qinghai Province has an 
enclave in the southwestern corner which is not adjoining 

the said zhou, being separated by the Yushu Tibetan Autonomous 
Zhou. There must be no enclaves in the case of comprehensive 
economic zones, as it will otherwise be impossible to form a 
compact entity. 


3) <A Unified Economic Key Activity 


The comprehensive economic zone must have one or several 
strong economic key activities with contacts all over the en- 
tire zone through a network of communication lines. Compre- 
hensive economic zoning and giving full play to the role of 
key cities are therefore not two things, one precluding the 
other. Right after liberation, Jiangxi Province was part of 
the South-Central Administrative Region. Later, when 
consideration was given to the close economic relations of 
Jiangxi Province and Shanghai and the intermediary position of 
Jiangxi Province between the East China Region and Fujian 
Province, Jiangxi Perovince was made a part of the East China 
Region. However, the comprehensive economic zones must not be 
completely delineated according to the range of attraction of 
the key cities, because the range of attraction of certain 
specially large cities often extends over the whole country, 
including a very wide territory beyond the comprehensive 
economic zone, and on the other hand some areas are attracted 
by several key cities nearby. In other words, the ranges 

of attraction of several key cities assume the form of 
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interlocking patterns that mutually overiap. There is also a 
difference between comprehensive economic zones of different 
levels and in the scope of economic core activities. 


4) Fullest Coordination With Administrative Districts 


The administrative districts in a socialist state beur the 
responsibility of guiding economic activities. The compre- 
hensive economic zones are co serve the work of national 
economic planning and must therefore show fullest coordination 
with the administrative districts of a certain level that are 
charged with the execution of plans. When the administrative 
district is identical with the economic zone, the administra- 
tive district will exercise the functions of an economic zone 
and may also be called administrative economic zone. For 
instance, if the Uigur Autonomous Region in Xinjiang Province 
will by itself become one of our country's basic economic 
zones or a comprehensive economic zone of the second grade, 

it will have the character of an administrative economic zone. 


When discussing the principles of comprehensive economic 
zoning, the nationality factor will also be brought up as one 
of ite principles. Since the delimitation of administrative 
districts will generally have considered the nationality 
factor, the nationality principle may be included as one of 
the principles governing the full coordination of economic 
and administrative zones. 


5) Full Coordination of Developmental Directions 


Comprehensive economic zones are not only to guide and direct 
present-day economic activities but also to guide and direct 
future economic activities and therefore have to have a 
certain measure of foresight. Following the opening up of 
natural resources and the renovation of communications net- 
works, a variety of changes may occur in the orientation of 
some areas in their economic relations and economic develop- 
ments. Comprehensive economic zoning must appropriately deal 
with these changes. Foresight is particularly required in the 
case of our western territories that still await full 
development, whose communications and transportation network 
still awaits elaboration and where there is only a weak core 
of economic activities. It is therefore necessary when 
carrying out comprehensive economic zoning to give due 
consideration to the fact whether there is basically full 
coordination in the zone's developmental orientation. 
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4. The Significance of Comprehensive Economic Zoning and 
Steps in Demarcating Zones 


In the economic life of a socialist country, comprehensive 
economic zoning is of extremely important practical signifi- 
cance. Comprehensive economic zoning is the work that has to 
precede national economic planning and that constitutes the 
foundation for such planning. Drawing up the national 
economic plan is to effectively solve such questions as the 
scope, the proportionate nature and territorial distribution 
of all construction, and comprehensive economic zoning plays a 
very conspicuous role in raising the economic effectiveness of 
arrangements for the productive forces. When Lenin directed 
the plan for the electrification of all of Russia after 
victory in the October Revolution, he began by exploring the 
principles and the planning of comprehensive economic zoning. 


Since liberation, arrangexents for the distribution of our 
productive forces have moved over a tortuous road. There were 
repeated efforts and relaxations with regard to the relation- 
ship between the coastal areas and the interior, there was one 
pattern followed in building up the economic systems in 
provinces and autonomous regions and after implementing the 
principle of propagating points of excellence while avoiding 
weak points, there was everywhere activity to engage in light, 
textile, and foodstuffs industries of a similar structure; 
this was all related to the lack of systematic comprehensive 
economic zoning. 


Recently, the quadrupling of the gross output value of 
industry and agriculture by the year 2000 has been put forward 
as the strategic objective. Due to the absence of a compre- 
hensive economic zoning that would adapt measures to local 
conditions, all that each region could do was to set forth 

its plans for quadrupling without regard for the differences 
in specific conditions. The overall plan for Beijing Munici- 
pality reveals clearly that Beijing's character is that of the 
political and cultural center of the whole country. Beijing 
should pursue its further construction around these two core 
characteristics. However, in line with traditional methods 
followed in unison with all the other regions of the country, 
there has to be also a quadrupling of the gross output value 
of industry and agriculture in Beijing Municipality. Finally, 
the municipality put forward a string of items of industrial 
capital construction, which are in extremely sharp contra- 
diction to the overall plan for Beijing Municipality. With 
comprehensive economic zoning, it would be possible to provide 
a scientific basis for the determination of the strategic 
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objectives of the various different regions. Regions that 
show favorable conditions should develop faster; regions with 
poor conditions or regions entrusted with other tasks could 
develop at a slower pace. 


Comprehensive economic zoning is of significance in guiding 
sectional economic zoning, regional planning, planning for the 
entire national territory and planning of drainage areas. All 
types of zoning and planning must clarify the position of the 
sectional region within the whole country, must harmonize the 
contradictions between the region and the whole country and 
between the various sectors themselves by making full use of 
the research results achieved in comprehensive economic 
zoning. When delimiting the comprehensives economic zones, it 
is also necessary ¢9 draw source material from sectional 
economic zoning and regional economic planning. 


Comprehensive economic zoning can also provide important basic 
material for the adjustment of administrative zoning. The ad- 
ministrative districts of a socialist country are being con- 
stantly adjusted, and one of the bases for such adjustments 
are the requirements of economic development and of changes in 
economic zones. 


However, administrative districts and comprehensive economic 
zones are after all two different categories: one is part of 
the superstructure and one is part of the economic foundation, 
and there are bound to be contradictions. The contradictions 
between the administrative districts and the comprehensive 
economic zones are the main basis for comprehensive economic 
zoning. If there is complete identity of administrative 
districts and comprehensive economic zones, there is no need 
to conduct comprehensive economic zoning. The sharper the 
contradictions in a country between administrative districts 
and comprehensive economic zones, the more urgent its needs 
for a delimitation of comprehensive economic zones. The 
intricate nature of China's natural and social conditions and 
the great disparity in the economic strength between the 
different provinces increase the urgency of comprehensive 
economic zoning. The 1982 gross industrial output of the two 
provinces of Qinghai and Ningxia was only 1.4 billion yuan, 
equivalent to only one-third of the industrial output value of 
Changzhou, a medium-sized city of the coastal region. Only by 
cooperating with neighboring provinces can the said two prov- 
inces constitute a well-integrated, first-ranking comprehen- 
sive economic zone. The economic relations of the Nei Monggol 
Autonomous Region show an obvious external orientation. The 
Hulunbeier League, the Xingan League, the Zhelimu League and 
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the Zhaowuda League in the eastern parts of Nci Monggol have 
close economic relations with the three provinces of Heilong- 
jiang, Jilin and Liaoning. The Alashan League is economicaily 
closely linked with the provinces of Gansu and Ningxia. It 
might therefore be considered to include these areas into the 
appropriate first-ranking comprehensive economic zones. 


Comprehensive economic zoning is work of an extremely complex 
nature. It is first necessary to draw up an outline. This 
requires collecting material and carrying out investigations 
and research on a broad scale. It necessitates an analysis of 
the geological division of labor in production within the 
sphere of the zone and of the distribution of its specialized 
sectors, the causes for their creation and the possibilities 
for their further development. It requires analyzing the con- 
ditions of its communications and transportation network, of 
the economic links inside and outside the zone, and a study of 
the effects of renovating old lines and constructing new lines 
of transportation as well as the trends in its economic 
relations. It requires analyzing the scope of the varivus 
categories of core economic activities, their functions and 
their range of attraction. After doing all this, a schedule 
should be drawn up showing the balance of the economic 
structure of the various regions and their economic inter- 
connections, determining the grade, principles and norms for 
zoning, and finally affirming it on a map on which boundary 
lines must be drawn. 


The work of comprehensive economic zoning touches on every 
aspect of the national economy and is of direct service to 
national economic planning. An effective comprehensive 
economic zoning requires the mobilization on a broad scale of 
personnel in the relevant scientific research units and in the 
institutions of higher learning, but on the other hand must 
not divorce itself from the direct leadership of the adminis- 
trative departments concerned. 


Comprehensive economic zoning is work of a strong theoretical 
nature and complex in its methodology. Before comprehensive 
economic zoning is launched on a large scale, it is necessary 
to have effectively carried out theoretical and methodological 
preparations, to have systematically explored foreign experi- 
ences and lessons in launching comprehensive economic zoning, 
to have accumulated strength and to have nurtured strength. 
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5. Certain Conceptions Regarding Current Work of Economic 
Zoning in China 


Summing up the large amount of practical experiences in the 
work of economic zones and zoning in China can enrich our 
understanding of the character of economic zoning. In all 
this work, summing up is particularly necessary regarding work 
in connection with the Shanghai-centered Changjiang River 
Delta economic zone, approved in 1982, the northeastern 
economic zone, focused on natural resources and communica- 
tions, and the Chongqing-centered experimental zone for the 
restructuring of the economic system. 


First of all, these economic zones are delineating sectional 
areas and are not covering overall divisions of certain 
territories; they are incomplete schemes of comprehensive 
economic zones. They are merely the overture for the 
comprehensive economic zoning of China. It is still unclear 
what grade they occupy and what their links are to the 
surrounding areas. They may also possibly show contradictions 
with the comprehensive economic zoning that will be undertaken 
in future. For instance, the Shanghai economic zone is one of 
“amalgamated wealth,” including all the economically well- 
developed areas of the two provinces of Jiangsu and Zhejiang, 
comprising 10 cities and 57 counties, an area of 84,000 square 
km, a population of over 50 million and accounting for one- 
fifth of the gross industrial output value of the whole 
country. Historically, southern Jiangsu has always been lead- 
ing on northern Jiangsu, and it is feared that including the 
four cities of Suzhou, Wuxi, Changzhou and Nantong into the 
Shanghai economic zone will have an adverse effect on the 
development of northern Jiangsu. The economic development of 
the southern parts of Zhejiang Province has equally always 
relied on the support of the northern parts of the province. 


These zones have, moreover, been practice-born economic zones 
of varying types, but they have already engendered a major 
impact on the economic administration. The Chongqing-centered 
economic zone fulfills concurrently political as well as 
economic administrative functions and is an economic zonal 
entity of a fairly high type. Although the northeastern 
economic zone has started out focusing on natural resources 
and communications, it has now a bearing on economic planning 
for the entire northeast; it has become a well-planned entity 
of a comprehensive economic zone. The Shanghai economic zone 
with its main objective being the harmonization of contra- 
dictions in economic development, is an economic zonal entity 
of a comparatively low grade. 
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The emergence of these new things manifests the tortuous road 
that our country's comprehensive economic zoning has 
travelled. Apart from subjective reasons, there are two 
objective reasons for this fact: First, the economies of the 
various areas of our country have developed unevenly. In some 
places the economy has developed comparatively well, with 
extremely sharp contradictions between the administrative 
districts and the economic zones, demanding the establishment 
of economic zones of various types to ensure a smooth growth 
of the economy. Then there are also other areas with low 
levels of economic development, where the contradictions 
between administrative districts and economic zones have not 
yet become fully revealed and where demands for economic 
zoning have not been of any urgency. Second, in our country 
it is comparatively easy to maintain control of the 
compilation of the national economic plan on the basis of the 
29 provinces, municipalities and autonomous regions (excluding 
Taiwan Province). In comparison, it will be very difficult 
for the Soviet Union with its almost 200 zhou-type adminis- 
trative units to control the compilation of a plan for the 
whole country. As to its 15 federated republics, they are of 
such different sizes that there are bound to be great 
differences in the conditions of the comprehensive economic 
units which are to serve as substantial units for planning. 


At present, certain areas carry out the system of "munici- 
palities incorporating counties." After municipalities in- 
corporate counties, they perform concurrently functions of 
governmental and economic administration; they are adminis- 
trative entities as well as economic entities and perform the 
functions of zones and zoning within the province. However, 
in certain municipalities incorporating counties, the economic 
development of the area does not necessarily conform with the 
objective realities connected with it. Many areas report that 
the municipalities incorporating counties do not well tally 
with the objectively existing economic zones, and that the 
internal links within the economic zones are being severed, 
resulting in new local disintegrations. 
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ECONOMIC MANAGEMENT 


PRODUCTIVE FORCE DEVELOPMENT DISCUSSED 


Beijing JINGJI KEXUE [ECONOMIC SCIENCES] in Chinese No 2, 20 Apr 84 pp 
27-33 


[Article by Zhou Zhihqun [6650 1807 5028] and Liu Jiajin [0491 3946 6855], 
of Xinjiang Autonomous Region Institute of Social Sciences: "Issues of 
productive Force Development in China's Underdeveloped Regions" ] 


[Text] China is a developing country, and in comparison with the 
economically advanced nations of the world, it is one of the underdeveloped 
regions. Levels of productive force development are also uneven between 
the various provinces and regions within China, and there clearly exists 

a disparity between developed and underdeveloped regions. A correct 
distinction between the ranges of developed and underdeveloped regions, 

and an acceleration of productive force development in underdeveloped 
regions, are problems of major overall importance to economic develop- 

ment that have already provoked increasingly widespread attention and 
interest. 


I. How Can We Differentiate Developed and Underdeveloped Regions? 


When researching China's underdeveloped regions, we more often than not 
overlook one principle that we should make explicit from the start: 
according to what criteria do we distinguish developed and underdeveloped 
regions? Only if we have a scientific standard of distinction can it 

be possible to determine which regions are developed and which are under- 
developed according to that standard. Otherwise, there will be a 
possibility of creating confusion. 


In the past, the “two distinctious method" was quite prevalent. This 
divided the nation into two large sections: the coast and the interior. 
The coast was the developed region, and the interior was the under- 
developed region. 


The so-called coastal region refers to 13 provinces and municipalities 
(districts), including Liaoning, Hebei, Beijing, Tianjin, Shandong, 
Jiangsu, Shanghai, Zhejiang, Fujian, Guangdong and Guangxi. Everything 
else is part of the interior. Later, some comrades felt that this "two 
distinctions method" did not reflect the changed production situations 
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between regions since liberation. They proposed a division of the nation 
into a coastal (developed) regions, an interior (in transition) and a 
border (underdeveloped) region, and this was called the "three distinc- 
tions method." There were also some comrades who draw an oblique line 
across the entire country, from Aihui in Heilongjiang to Tengchong in 
Yunnan, distinguishing the region to the east of the line as developed 
and the region to the west of the line as underdeveloped. In keeping 
with the progressive development of economic research into productive 
forces, this was called the "new two distinctions method." In the past 
few years, some comrades have enumerated nine provinces and autonomous 
regions that they distinguish as underdeveloped regions, as follows: 

the five national autonomous regions of Xinjiang, Nei Mongol, Ningxia, 
Guangxi and Xizang; as well as Gansu, Ginghai, Yunnan and Guizhou, the 
four provinces with numerous nationalities. The major basis for this 
division is that these nine provinces and autonomous regions are those 

in which local financial revenues do not cover disbursements, and in which 
subsidization by the central government is necessary. 


The foregoing methods of distinction each have something to recommend 
them, and to a certain degree they reflect the level of productive force 
development in the various Chinese regions. However, strictly speaking, 
they are still insufficiently scientific and comprehensive. The “two 
distinctions method" and the "three distinctions method," because they 
distinguish on the basis of a regional emphasis, cannot reflect precisely 
the actual state of productive force development levels in the various 
regions. In reality, the level of productive force development in coastal 
regions is not always higher than that of the interior. For example, 

in Fujian and Guangxi it is lower than in Jilin, Heilongjiang and Hubei. 
Most areas of Anhui, Jiangxi, Henan, Guangxi and Guizhou, in the eastern 
region, had a 1981 per capita industrial and agricultural output value 
that was not only lower than that of Gansu, in the western region, but 
also lower than those of Ginghai, Ninxia and Xinjiang Uygur Autonomous 
Regions, that are usually called underdeveloped. 


The method that takes local revenues as its major basis of distinction 

also has obvious defects because, aside from being limited by regional 
levels of productive force development, the state of a region's revenues 

and expenditures is also influenced by many other factors, such as problems 
with financial organization, pricing structure and so on. Improper planning 
or loss of control over the scale of capital construction can also bring 
about an imbalance in local revenues and expenditures. For example, 

Jilin and Shandong both experienced local imbalances of revenues and 
expenditures in 1981, yet we cannot consequently designate these provinces 
as underdeveloped regions. 


As a result, if we want to form the proper connotation and denotation 
of the concept of "underdeveloped regions" under specifically Chinese 
conditions, we should have a relativeiy scientific standard of dis- 
tinction, and we must establish a comprehensive system of indices that 
can reflect a region's level of productive force development from all 
angles. This is a complicated problem. At present, as a first step, 
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the particular difficulty remaining in the establishment of this indexing 
system step is whether we can first adopt the following few indices 

and carry out an evaluation, and later progressively supplement, revise 
and perfect then. 


I. Regional Gross Value of Social Output Per Capita 


This is a comprehensive index that reflects the region's level of 
economic development. It includes the sum of the gross values of output 
for agriculture, industry, construction, communications, transportation 
and commerce, and it is comparable to the gross value of industrial 

and agricultural output as a index. This index can reflect a rather 
comprehensive view of a region's state of productive force development, 
but it also includes many factors that are calculated in duplicate. 
Furthermore, in the wake of intensification in the division of labor, 
and development of cooperation among specialists, the portion of duplicate 
calculation will be greater and greater as time goes on. In the future, 
in pace with the augmentation of regional and basic-level statistical 
work, we should replace this index with an index of regional per capita 
national income. 


2. Regional Social Labor Productivity 


The high or low level of social labor productivity is a major indicator 
for judging a region's level of economic development. By means of this 
index of social labor productivity, the following factors can be made 
known: a) The extent of organic coordination between the regional tech- 
nology and equipment, and the intelligence and physical strength of the 
people; b) the degree to which raw materials are processed by a regional 
technological component through human manipulation and organizational 
management; c) the extent of change, over one time period, in regional 
product quantity and quality, as well as in labor expenditure; d) the 
changes in a region's industrial system, as well as in the degree of social 
labor resource exploitation, and so forth. As a result, in terms of 
social labor productivity, the disparity between developed and under- 
developed regions can be seen to be very great. Through this index, 
because it links human and machine, substance and intellect, hardware 
and software and so forth for various regions, the disparities between 
regions are displayed quite objectively. 


3. Regional Gross Value of Social Output for Each Square Kilometer of 
Territory 


The major purpose for employing this index is to make known the degree 
to which the region has been opened up. 


Under ordinary circumstances, regions with a high gross value of social 
output per capita have also opened up their territories to a high degree, 
although this is not automatically so. This is because the level of 
gross value of industrial and agricultural output per capita depends not 
only upon the absolute value of a region's industrial and agricultural 
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production, but also upon the size of its population. For example, the 
absolute values of industrial and agricultural output in Xinjiang and 
Ginghai are both small. However, because their populations are small, 
with respect to the nation as a whole their gross values of industrial 
and agricultural output per capita are not the smallest. Nevertheless, 
if we look at this in combination with the territorial areas of the twe 
provinces, their level of development is indeed very low. 


4. The State of Regional Revenues and Expenditures 


Finances are a comprehensive reflection of the economy. Through this 
index we can make known the degree of rationalization in a region's 
economic structure, the level of its economic management and the state 
of its scientific and technological organization. This is a major index 
for judging the level of economic development in the region with respect 
to economic activity and achievements. Consequently, it is one of the 
major indices in the indexing system for distinguishing developed and 
underdeveloped regions. 


The four indices listed above are mutually interrelated and complementary. 
They reflect from different angles a region's level of productive force 
development, and the most important of the indices is that of gross value 
of social output per capita. Below, based on an order of from high to 
low gross value of social output per capita for any one region, we will 
distinguish various regions nationwide as upper, middle or lower grade. 
Afterwards, we will again consult the other three indices (similarly 
differentiating upper, middle and lower grades based on the index order 
from high to low), and thus we can for the most part determine which 
regions are developed and which are underdeveloped. We will try to 
illustrate this by means of the example of 1981 gross industrial and 
agricultural output values per capita for various regions (because of 

a lack of statistical data on regional gross values of social output, 
gross values of indstrial and agricultural output are substituted). In 
1981 the national gross value of industrial and agricultural output 

per capita was 752 yuan. Using this figure as the midpoint, with the 
appropriate adjustments, we have distinguished upper, middle and lower 
grades. Where the gross value of industrial and agricultural output 

per capita exceeds 1,000 yuan, the region is considered a developed 
region; where it exceeds 600 yuan but is less than 1,000 yuan, the region 
is considered moderately developed; and where it is less than 600 yuan, 
tne region is considered underdeveloped. 


Based upon the criteria listed above, a division into groups follows: 


There are a total of 7 provinces and municipalities designated as 
developed regions: Shanghai (5,520 yuan), Tianjin (2,857 yuan), Beijing 
(2,605 yuan), Hebei (1,583 yuan), Liaoning (1,513 yuan), Jiangsu (1,118 
yuan) and Heilongjiang (1,053 yuan). 
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There are a total of 6 provinces designated as moderately developed 
regions: Jilin (856 yuan), Zhejiang (855 yuan), Shandong (734 yuan), 
Shanxi (685 yuan), Hubei (672 yuan) and Guangdong (629 yuan). 


A tota’ of 16 provinces and autonomous regions are designated as under- 
developed regions: Xinjiang Uygur Autonomous Region (576 yuan), Hunan 
(573 yuan), Fujian (548 yuan), Shaanxi (541 yuan), Nei Mongol Autonomous 
Region (536 yuan), Gansu (526 yuan), Ginghai (524 yuan), Ninxia Hui 
Autonomous Region (522 yuan), Jiangxi (508 yuan), Henan (497 yuan), Anhui 
(496 yuan), Sichuan (471 yuan), Guangxi Zhuang Autonomous Region (426 
yuan), Yunnan (403 yuan), Xizang Autonomous Region (398 yuan), and Guizhou 
(301 yuan). 


The above division is done only according to g.oss values of industrial 
and agricultural output per capita, and it still needs to be supplemented 
and revised on the basis of the other three indices. Even so, it by and 
large reflects the current level of productive force development in 

the various regions. From this we can reach the following views: 


1. Distinguishing developed or underdeveloped regions purely from a 
regionai concept or from the state of revenues and expenditures cannot 
precisely reflect the actual level of development in various regions. 

The views that were formed for a long time under the guidance of these 
concepts--that the coast is necessarily more advanced than the interior, 
and that eastern regions are necessarily more developed than western 
regions--are insufficiently precise and comprehensive. Some of the 
provinces and autonomous regions on the coast and in eastern regions have 
low levels of economic development. Not only can the economically 
developed regions not be distinguished in this way, neither can moderately 
developed regions be so distinguished. The range of underdeveloped 
regions is not merely a few national autonomous regions, nor is it only 
those plus the few provinces, such as Yunnan, Guizhou, Gansu and Ginghai, 
that have large minority populations. Rather, this range must be extended 
to include most regions and to represent more than half of the nation. 

It is by no means a synonym for the coast versus the frontier or for the 
Han people versus the national minorities. 


2. As far as single provinces are concerned, owing to the unevenness 

of economic development, there are great disparities in the levels of 
economic development within regions. The outlying districts and mountain 
districts of an economically developed province or autonomous region are 
possibly also its underdeveloped districts. On the other hand, in 
economically underdeveloped districts there are some areas with relatively 
high levels of economic development. 


3. The concept of developed and underdeveloped regions is a relative, 
dynamic concept rather than an absolute, static concept. Certain economi- 
cally underdeveloped regions, owing to their specific advantageous con- 
ditions, such as rich natural resources and convenient communications 

and transportation, have a possibility for relatively rapid transformation 
from underdeveloped regions into developed regions. 
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As stated above, underdeveloped regions represent quite a large proportion 
in China: they account for 79.7 percent of the land region, 52.33 percent 
of the population and 34 percent of the gross value of industrial and 
agricultural output of the nation. We must accelerate the economic 
development of underdeveloped regions, contribute to the reasonable 
deployment of productive forces within the overall national sphere, strive 
for balanced and coordinated development in the overall national economy 
and create a material base for the step by step elimination of actual 
inequalities between nationalities. 


II. How Can We Accelerate the Development of Productive Forces in 
Underdeveloped Regions? 


Acceleration of productive force development in underdeveloped regions 
corresponds to China's greatest economic results, not only from the 
standpoint of step by step expansion and intensification in overall 
national economic development, but also from the standpoints of the 
regions themselves. However, we must consider the characteristics of 
the many factors, levels and segments in the problem of productive force 
development, as well as their relatively fixed composition and forn, 
their objective proportions and their abundant components. In view of 
these factors, if we wish to resolve the problem of productive force 
development in underdeveloped regions, we must study the composition 
and reasonable scale of productive forces in the region, analyze the 
relationships between all the sets of productive forces and study the 
question of whether the composition of regional productive forces is 
mutually compatible with a great many other factors. 


In terms of horizontal connections, the composition of productive forces 
encompasses both sectorial composition and regional composition. In 

terms of vertical connections, the composition of administrative levels 

in the system of productive forces includes production enterprise unions-—- 
composite regional production organizations--greater coordinated produc- 
tion regions, and so forth. We can understand the pattern for the 
development of productive forces in underdeveloped regions, and accelerate 
that development, only if we conscientiously study the individual 
characteristics of productive force composition in those regions. 


1. We Must Determine the Component Sets of Regional Productive Forces 
and Define a Reasonable Production Scale. 


The scale of a region's productive force development depends upon the 
level of that region's productive force development. This level is further 
decided by the relevant factors in the process of regional productive 
force formation. These interrelated factors, that interact as both cause 
and effect, constitute the various sets of relations in regional produc- 
tive forces. Therefore, between scale and sets is an entity that inter- 
acts both externally and internally. We can look upon the scale of a 
region's productive forces as a shell, and the sets of threads comprising 
this scale can then be regarded as the intension [as published] of this 
shell. A precondition for the system of productive forces is a full 
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consideration of regional manpower, intelligence, science, technology, 
communications, transport, information, news and so forth, with respect 

to their effective utilization of raw materials and natural conditions. 

As a result, based on the different connections and forms of association 
of these factors, we can classify and summarize several sets of productive 
force relations. Generally speaking, the larger the scale of production, 
the more complex will be the composition of productive forces and the 
more variety there will be in the sets of productive force relations. 
However, no matter how small the regional scale, without exception some 
basic sets will objectively exist. 


As a result, different levels of productive forces will then form sets 

of relations with the regional production scale, transport capability 

and marketplace, and these will vary in number and be quite complicated. 
Only after we have undertaken the above systematic analysis can we find 
out about a region's system of productive forces. We are in the process 
of determining the basis of sets of productive force relations in 
individual regions. Afterwards, we will apply equilibrium models, input- 
output models, decision-tree models and so forth, selecting from commonly 
used decision-making models to choose the best production set and determine 
a reasonable scale for production development in a region at any one time. 
In this way we can bring the strong points of the region into play, 
control its weak points and prevent blind actions in organization and 
production. At the same time, through mathematical operations on the 
most important set, we can also expedite regional production potential. 
Within a certain time frame we can raise the value of expectations. 


It is quite obvious that if we do not determine and select the optimum 
component set of productive forces that objectively exists in the region, 
and if we do not systematically and sequentially organize to develop 
productive forces, and instead we ignore the level permitted by the 
resources, communications and technological capabilities of the region, 
then we will be unable to accelerate the variable pace of regional 
material patterns. Furthermore, it will be impossible to bring about 

a rapid rise in regional productive forces. The result will be idle 
(wasted) resources, funds and construction time, and delayed development 
of regional productive forces. 


2. Establish a Sectorial Composition that Is Compatible with the Level 
of Productive Force Development in That Region, and Bring into Play the 
Functions of Superior Regional Sectors. 


The composition of a region's production sector is limited by the region's 
level of productive forces. Within the sectorial composition of a region, 
there also exists in every production sector a distinction between primary 
and secondary and between major and minor functions and results. In the 
sectorial compositions of underdeveloped regions, whether the pattern 

is one of heavy industry, light industry and agriculture (A, B, C), or 

one of agriculture, light industry and heavy industry (C, B, A), or even 
one of A, C, B and so forth, no composition should be stereotyped. Rather, 
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the sectorial composition must be one that is capable of bringing superior 
sectors of the region into play and producing outstanding economic 
results, and that possesses the characteristics of that particular region. 
This composition is one that is based upon the raw and processed materials 
and natural resources, energy resources, equipment, communications, trans- 
portation, market size, management organization, science and technology 
and so forth that regional productive forces rely upon for development. 

It is also one that is organizationally coordinated and is at the appro- 
priate level. Among these factors, natural resources are the foundation, 
science and technology are the guarantee, management and administration 
are the key and communications and transportation are the “vanguard.” 
Consequently, speaking from a microeconomic viewpoint, we must consider 
the appropriate proportions of resources and fuels, tools and equipment 
and labor force allocation, and we must bring about a reasonable integra- 
tion of the various key elements in the productive forces with the region's 
principal production set. Speaking from a macroeconomic viewpoint, we 
must organize a suitable proportional relationship between the national 
economic sectors in the region. 


We must not judge reasonable sectorial composition only on the basis 

of the optimum economic (technological) targets for regional functions 
and results. Rather, on a nationwide scale, we must make known regional 
superiorities and peculiarities and display their proper status in the 
overall set of national productive force compositions. 


A look at Xinjiang's current level of productive forces and the state 

of her natural resources shows that great efforts to develop agriculture 
and animal husbandry, concentrating on construction of energy resources, 
communications and other vanguard sectors, has enabled the sectorial 
composition of Xinjiang's productive forces to form a pattern having 
agriculture and animal husbandry as its foundation and light and textile 
industries, petroleum (and petrochemical industries) as its mainstay. 
This has integrated Xinjiang's superior natural energy resources with 
her current level of productive forces. 


The situation facing underdeveloped regions is that their natural resource 
superiorities are as yet undeveloped and their leading industrial 

sectors are as yet unformed. Looking at the process of development, 
underdeveloped regions have just completed the transition from agri- 
cultural economy to dual economy. Consequently, it could be considered 
that establishing a reasonable composition for the regional production 
sector is one of the major paths to accelerating productive force 
development in underdeveloped regions. 


3. In Accordance with the Principle of Dividing the Work Among Levels 
of Productive Forces, Organize and Develop Production and Circulation 
in the Various Regions, Thereby Ensuring that Different Regions Will 
Help Each Other Forward and Improve Together. 
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Some people call the existing state of productive forces a double-layered 
(or dual) composition, and some people consider it to be multi-layered 
(three units or more). Regardless of how many layers (units) there are, 
by and large, the disparity between developed and underdeveloped regions 
is an objective reality in China. Based upon the existing situation of 
different levels of productive forces in China, on a nationwide scale 

we must carry out an appropriate division of labor among production regions, 
determine the status and roles of the different regions in the national 
production system and define the direction of circulation for their 
supplies, produce and marketing. This will enable the production activity 
between the various regions to be characterized both by division of labor 
and by coordinated efforts. Regardless of whether we look at it from 

the standpoint of the current objective requirements for productive force 
development, or from a long-term strategic angle, the significance of 

this is quite obvious. 


In the opinions of coastal (developed) regions, their direction of cir- 
culation should be overseas. Through the introduction of advanced foreign 
technology, they improve product quality, develop new markets, overtake 
international levels and constantly open up new markets overseas. 
Employing the foreign trade terminology used in developkental economics, 
they have adopted the path of “export substitution.” Underdeveloped regions, 
on the other hand, emphasize development of “import substitution,” wait 
until their level of productive force development is greatly increased, 

and then shift their strategy from “import substitution" to “export 
substitution." These are also two models adopted by many developing 
countries, in their transition from agricultural economies to dual 
economies, and in their interim growth from dual economies to 
modernization. 


China is a great nation, and as for the problem of productive force 
development, she should follow a Chinese road. What is the Chinese road 
to productive force development? It is the adoption of different models 
and the implementation of a certain regional division of labor under 

the leadership of national unified planning and based upon the 
characteristics of the overall national imbalance in productive force 
development. In this way, under the slogan “develop superiorities and 
protect competition," we can avoid contention over resources, contention 
over markets and duplicate production. Furthermore, we can avoid 
satisfaction with the status quo and refusal to make progress on the 
part of developed regions. We must work toward the following goals: 

a correct handling of the relationships between developed and under- 
developed regions; a continuous development of the productive forces 

of different regions; an assurance that the various regions, through 
mutual cooperation and assistance and under the premise of perfection 
and consolidation of production links, will help each other forward 
rather than growing and declining together. On behalf of these goals, 
we must improve together (not under conditions of vast disparities), and 
enable all of the various regions--all acting as organic component parts 
of this great composite body of nationwide production--to bring their 
proper functions into play and advance toward a higher level of productive 
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force development. Today, as we welcome a new technological revolution, 
there exists a problem in the application of new technology, whether it 

be in developed or underdeveloped regions. This is the problem of guiding 
our actions according to the circumstances and working hard to catch up. 
We should not follow along by fits and starts behind others. 


III. How Can We Treat the Problems that Currently Exist in the Productive 
Force Development of Underdeveloped Regions? 


There are quite «4 number of problems that exist in underdeveloped region 
productive force development, among which the areas discussed below are 
invariably present. In order to arrive at a correct understinding of 
these problems, we believe that a few distinctions must be made: 


1. Concerning the Problem of Economic Results 


Economic results are low: this is the crux of the problem in productive 
force development in underdeveloped regions. The major manifestations 
of this are in the large-scale consumption of goods and materials and 
the small quantities of products produced; the large-scale consumption 
of funds and the small enterprise profits produced. 


Owing to the fact that economic results are deficient, revenues are limited 
in underdeveloped regions and regional financial resources are in short 
supply. Consequently, it is impossible to ensure that the needs of 
productive force development and of construction funding will be met, 

and it is necessary to rely upon large subsidies supplied from central 
public finances. We believe that state subsidies are extremely important 
to underdeveloped regions. Without state subsidies, these regions would 
encounter even more difficulties in developing their economies and planning 
the people's livelihood. However, one problem well worth studying is 

how to make use of state subsidies--which is the same as asking how to 

use them to achieve even better economic results. It is common knowledge 
that the major reason revenues are small in underdeveloped regions is 
because the level of economic development is low. If the state, through 
some special policies, spurs the economies of these regions on to rather 
rapid development, it enables them step by step to expand reproduction 
through reliance on accumulation within the region. This is much better 
for economic results than pure reliance upon state subsidization. 


2. Concerning the Problem of Investment Allocation 


How to allocate investments reasonably is a major problem affecting the 
overall situation of economic development. This is because the orienta- 
tion of investment allocation directly determines the regional composition 
of productive forces and dec‘des regional sectors all the way up to national 
economic structure. Appropriate investment allocation may bring about 

the major material precondition for balanced and coordinated productive 
force development. 
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The converse may hinder matters to the extent that it causes a lopsided 
development of the national economy. Once this situation emerges, it 
is very difficult to change in a short period of time. 


The problem of investment allocation discussed here encompasses two 
aspects: one of these is the question of how, on a national scale, to 
reasonably allocate investment; the other one is how to determine the 
orientation of investment within underdeveloped regions. 


First, we will look at this in terms of national scale: 


Underdeveloped regions, with land area representing more than half of 

the nation, are China's richest natural resource areas, and also are the 
areas with the greatest exploitation potential. When allocating invest- 
ment, how to give due consideration to both developed and underdeveloped 
regions is, in a sense, a question of satisfactorily handling current 
investment results and long-term investment results. Looking at current 
investment results, in coastal regions the profit rate on funds is high, 
and in underdeveloped regions it is low. To form new increases in pro- 
ductive forces that are of the same volume, one could save on half of 

more of the funds when investing in developed regions. At present, among 
our comrades there are some who advocate “first the east, and then the 
west," which is to say that investment should first be allocated to developed 
regions to ensure even faster growth in those regions. This way we can 
increase the national level of productive development, wait until these 
developed regions arrive at a given target stage and then again turn to 
underdeveloped regions. We believe that this method is feasible and proper 
within a certain time frame. Indeed, all nations have taken this route 

in the process of productive ‘orce development. However, if we chose 

to consider only one aspect for the long term, and ignored giving due 
consideration to the other aspect, the disparities between the two different 
regions could only expand as well. 


Secondly, we will look at this in terms of the underdeveloped region itself: 


Even though the underdeveloped regions are building up their funds, the 
rate of return on investment is low. In the face of this reality that 
confronts underdeveloped regions, everyone frequently imagines that, 
through investment and the addition of new productive forces, it will 

be easy to gain somewhat more income. However, in practice this expecta- 
tion cannot be met. What is the reason for this? 


Subjectively speaking, for a long time, owing to the disruption of 
erroneous “leftist" guiding ideology, we ignored the various sets of 
relations in the system of productive forces, we were overanxious for 
quick results in production development, we cut ourselves off from 
regional realities, we uncritically treated matters with arbitrary 
uniformity and we even blindly engaged in "three-line" construction for 
a time [construction of factories, science and technology research 
centers in remote areas]. As a result, we caused, in these regions, a 
very unreasonable distribution of productive forces, an extremely 








uncoordinated industrial composition, a lack of accord with the principle 
of dynamic weighing of relative benefits and a failure to conduct 
comparisons or make the best selections in investment planning. Further- 
more, we have entered into several construction projects that are very 
incompatible with the development of productive forces in these areas. 


Now, turning to a summarization of the experiences and lessons from this 
period, it looks as if we still face the question of how to do a good 
job of handling allocations and limited funds among regional sectors 

of the rational economy. Obviously, in heavy industrial projects 

the need for investment is greater and the demands for technology and 
equipment are higher, so we cannot supply quick results. In light 
industrial projects the situation is just the opposite. Consequently, 

in the initial phase of productive force development in underdeveloped 
regions, due to the lack of construction funds and the relative abundance 
of technologists, they should consider construction projects that require 
comparatively small investment. After a period of development, in the 
wake of a rise in the level of productive forces and an increase in 
accumulatior, investment can shift again from light industry to construc- 
tion in heavy industrial projects that require more intensive funding. 

At present, we must value our limited construction funds and carry out 

a multifaceted comparison of investment projects. Through concrete 
planning, we should investigate and select the optimum investment progran. 
This is precisely the principle of dynamic comparison :.; relative benefits 
that everyone knows so well. 


III. Concerning the Question of Infrastructure 


Infrastructure is the pillar of productive force development. The per- 
fection or imperfe:tion of infrastructure directly influences the 
enhancement of economic results in a region. Aisde from geographic 
position, scientific and technological factors and so forth, one of the 
major reasons why economic results are substandard and profits on 
investments are low in underdeveloped regions is that basic sectors 

such as communications and transportation are weak. If these basic 
sectors are deficient, regardless of how well developed the processing 
industries, excavation industries, economic crops and economic diversifi- 
cation, they can only get half the result with twice the effort. Profits 
are small. Consequently, considered from the strategic angle of 
national economic development, we should start work soon on the problem 
of deploying energy and communications arteries in underdeveloped regions; 
we should be taking the leading nature of basic facilities into con- 
sideration. We cannot act as we have done in the past, and "not dig the 
well until we are thirsty." That is, we cannot wait until after the 
factory is built to discover that there is insufficient power, and then 
build a power station. In reality, as with building energy sources, for 
new construction of railroad trunk lines, 10 or 20 years or more are often 
necessary from survey to completion of construction and entrance into 
usage. If we do not invest according to some plan today, in the end it 
is inevitable that we will get ourselves into another muddle, and we 
certainly will inhibit the strategic transformations of economic con- 
struction between regions. As a result, in order to ensure the in-depth 
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development of national productive forces, we should question whether 
the state's allocation of investment between developed and underdeveloped 
regions considers the principle that each has its own specific emphasis 
and also that both should be considered simultaneously. That is, for 
investment in developed regions the emphasis should be placed on the 
highest, the largest, the most superior and the best industrial sectors. 
For investment in underdeveloped regions, the emphasis should be placed 
on perfecting regional infrastructure and like sectors. For example, 
supply convenient transportation networks, communication networks, basic 
public facilities and so forth. This is what will allow a faster pace 
of future productive force development in underdeveloped regions. It 
also may create the conditions for a gradual and progressive shrinkage 
of the disparities between developed and underdeveloped regions. 


At present, Xinjiang's infrastructure is very incompatible with the 
strategic demands of economic development. An outstanding manifestation 

of this is in the limited scale of communications and transportation. 

The amount of mileage open to traffic on the Guangjiang Railroad is a 

mere 1,489.1 kilometers, an average of barely 0.093 kilometers per 100 
square kilometers of land. The amount of highway mileage open to traffic 

is 21.231 kilometers, an average of barely 1.33 kilometers per 100 square 
kilometers of land. This is vastly lower than the average national density. 
The region's border connection relies completely upon the Lanxin Railroad. 


However, this ia a single-track, substandard railway. The traversability 
of the cars is low and they form a "bottleneck" in the circulation of 
goods and materials. Within the region, economic relations are also 
limited by communications and transportation. Between northern and 
southern Xinjiang, many districts rely completely upon highway trans- 
portation. If we want to exploit the oil fields in the two big basins 

of northern and southern Xinjiang and establish several large-scale energy 
sources, but we do not accelerate the construction of new railway lines, 
there will be no way to do it. Consequently, in underdeveloped regions 
we should establish modern communications and transportation networks, 
with railroads as the framework and highways as the branches. Not only 
will this stimulate economic development in these regions, but its 
significance for political affairs and national defense is also self- 
evident. 


To sum up, the problem of productive force development in underdeveloped 
regions is a strategic problem for the construction of the "four 
modernizations" in China. When we have attained continuous exploitation 
and utilization of the abundant natural resources in China's underdeveloped 
regions, and when there is coordinated development of productive forces 

in the various regions of China, only then can we achieve the greatest 
economic benefits for the national economy, and only then can there be a 
comprehensive rise in the national level of productive forces. 
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ECONOMIC MANAGEMENT 


DEVELOPMENT OF URBAN, RURAL COLLECTIVE INDUSTRY DISCUSSED 


Kunming JINGJI WENTI TANSUO [INQUIRY INTO ECONOMIC PROBLEMS] in Chinese No 4, 
20 Apr 84 pp 1-5 


[Article by Pu Chaozhu [2528 2600 2691] of Yunnan Provincial People's Govern- 
ment: “Several Problems Concerning the Development of Urban and Rural Indus- 
try in Yunnan" ] 


[Text] One of the important strategic economic questions in developing Yunnan, 
in quadrupling the output value of the province by 2000 and in turning poverty 
into wealth is to boldly develop its urban and rural collective industry. 
People, particularly those comrades who are responsible for econemic work, 

must have a unified understanding of this question. Here are some views con- 
cerning the question of developing urban and rural collective industry in our 
province. 


I~Recognize the Significance of Boldly Developing Urban and Rural Collec- 
tive Industry With the General Objective in Mind and From the Plane of the 
Strategy of Economic Development. 


The 12th Party Congress called for quadrupling the gross industrial and agri- 
cultural output value and developing the two civilizations. The accomplish- 
ment of these three major tasks is the general objective and general task dur- 
ing the new historical period. Work on all fronts and in all departments must 
be focused on the party's general objective, be subservient to it and serve 

it so as to contribute to its attainment. If we want to attain this objec- 
tive in Yunnan, we must proceed from the realities in Yunnan in studying its 
economic strategy. 


What is the basic strategy for Yunnan's economic development? To answer this 
question, we must first clarify the basic conditions and special features in 
Yunnan. Yunnan has three major features: its mountainous regions, border 
regions and many minority nationalities. Mountainous regions: the province 
has an area of 394,000 square kilometers, of which 94 percent is mountainous 
regions; only 7 percent [as published], or some 4,200 mu, is farmland. Border 
region: it has a national borderline of 4,061 kilometers and is adjacent to 
Vietnam, Laos and Burma. Many minority nationalities: there are 24 national 
minorities with a minority population of 10.3 million, which accounts for 
one-third of Yunnan's population. These features contribute to the diversified 
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forms of economic development and its complexity and unevenness in our pro- 
vince. 


Yunnan has many strong points, and there are many "kingdoms" of one kind or 
another. To sum up, however, there are four strong points which are fairly 
realistic: first, forestry and animal husbandry, both basec on agriculture. 
Although there is not much farnland for agriculture, the weather is good 
with plentiful rainfall in most places. Therefore, the problem of self- 
sufficiency in food can be easily solved. In the huge tract of land from 
Hekou to Yingjiang, the rainfall is abundant and the temperature is high. 
These are favorable conditions for the growth of crops. Central Yunan has 
good conditions for agricultural irrigation and the per-mu yield here com 
pares favorably with those of other high-yield localities in the country. 
Furthermore, we have many mountains. If these mountains are properly ex- 
ploited and our forestry and animal husbandry are developed, we will have 
many products. This is definitely a strong point. 


Second, the strong point of light industry with food industry as its backbone. 
This is based on the first strong point because, given good climate, many in- 
dustrial raw materials and products can be competitive on the domestic market 
because of their special features. For example, the innate quality of Yunnan's 
cured tobacco is superior to that of Henan and Shandong. This is determined 
by the natural conditions such as the soil, climate, and the sunlight. As for 
tea, Yunnan has daye [large leaf] tea of a high grade and special quality. It 
is also competitive as a commodity. As for sugar, Yunnan has the advantage of 
developing cane sugar, since many localities in the province are suitable for 
growing sugarcane. Cane sugar has developed fairly rapidly in recent years, 
and since 1980, sugar output has doubled. There is now a shortage of sugar 

on the domestic market, and the state has to import millions of tons with 
foreign exchange every year. We can continue to develop this product. In 

the food industry, we have unique strong points in several competitive 
products, including tobacco, tea and sugar. The province also enjoys great 
advantage in developing rubber, since it is the second rubber base of the 
country. It is free from typhoons, and the per-tree output is higher here 
than on Hainan Island. There is great potential for rubber development. 


Third, the rich underground mineral resources in our province. The verified 
deposits of phosphorous and other nonferrous metals such as lead and zinc are 
quite large, while those of tin and copper rank first or second in the 
country. There are also some rare metals. 


Fourth, the strong point of energy derived mainly from coal and electricity. 
Yunnan has huge coal deposits which are widely distributed. More than 110 
counties in the province have coal resources, and there are also several large 
mines. Hydropower resources are also plentiful and some 70 millions volts can 
be generated and utilized. In hydropower resources, Sichuan ranks first and 
Yunnan second in the country. 


These are the four fairly realistic strong points in Yunnan. Of course, Yunnan 


also has disadvantages to its economic development. There are mainly three 
restraining factors: First, inconvenient transportation. This is the most 
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serious restraining factor in the development of Yunnan's commodity produc- 
tion. Many commodities produced here cannot be transported out or have to be 
transported out at great expense, thus affecting their competitive power on 
the market and preventing them from finding their way to the market in huge 
quantities. Another disadvantage is Yunnan's low cultural and technologi- 
cal levels. Third, its weak economic foundation and shortage of funds. In 
1983, the average industrial and agricultural per capita output value in the 
country was more than 900 yuan, but that of Yunnan was only 480 yuan, half 

of the national average. 


Since the 3rd Plenary Session of the llth Party Central Committee, the system 
of contracting to individual households in the countryside has aroused great 
enthusiasm. With the problem of food and clothing solved among the 30 mil- 
lion peasants, there is now a huge surplus of labor in the countryside and an 
urgent desire to develop commodity production. According to investigations 
in some localities, there are approximately 15 million able-bodied persons 

in the countryside of which 5 million are sufficient for farming. Thus two- 
thirds of them, considered as surplus, can engage in other forms of produc- 
tion. We should take the road to boldly developing urban and rural collec- 
tives so that the peasants displaced from agriculture can engage in other 
trades without leaving their home villages and become peasant-workers engaged 
in industry. We should develop the numerous and widespread townships into 
rural economic and cultural centers. Proceeding from China's realities and 
mainly relying on the development of urban and rural collective industry, we 
should organize the huge labor force for collective industry in order to de- 
velop our econony. It is particularly necessary for Yunnan to take this 
road. Since the state has only limited funds for construction, it would be 
impossible to expect it to spend billions or tens of billions of yuan to set 
up large plants and to turn a 10-million-strong labor force into workers for 
the state. The only way is to boldly develop urban and rural collective indus- 
try and help the huge labor force take the road of "leaving agriculture with- 
out leaving their villages" so that they can promote production intensively 
and extensively. This is the road of continuing to bring into play the 
strong points in tobacco. sugar and tea as well as forestry and animal hus- 
bandry with agriculture as the foundation, provided that self-sufficiency in 
food is insured. 


Judging from the strategy of Yunnan's economic development, we should fully 
develop and utilize the mountainous areas of more than 300 million m and plant 
trees with persistent efforts for 7 or 8 years. If we can plant more than 10 
million mu of trees each year, then, after 1990, the huge amounts of fruit, 
medicinal herbs, spices, rubber, shellac, starch, timber, and such animal hus- 
bandry products as meat, furs, and hides, will become inexhaustable sources 

of raw materials for light industry. Thus by paying attention to the develop- 
ment of agriculture, forestry and animal husbandry, we will be able to promote 
the development of light industry. Some branches of light industry, such as 
the food industry, the fodder industry, the processing of agricultural and 
forestry products and animal husbandry products, are most suitably run as col- 
lective industries. Since these processing industries do not call for elabor- 
ate equipment, sophisticated technology or heavy investments, there is a pro- 
mising future for them to be developed as collective industries. The vigorous 
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development of collective industry will provide an opportunity for the 10- 
million-strong labor force in the countryside to be put to good use. 


In the future, we will rely on some large and new enterprises of a high tech- 
nical level to develop state-run enterprises in Yunnan. The comrades in 
charge of industry should view problems from the standpoint of the strategy 
for economic development of the whole province and take a turn in their 
guiding ideology. Instead of being concerned only with the enterprises 
directly under them, they should also take care of all enterprises in the 
province and the entire trade network, and give equal consideration to state- 
run and collective enterprises. They should give more benefits to collec- 
tive enterprises and consider the support for these enterprises as their 

own duty. This not only means the solution of the problem of labor power, 
but also is a necessity for industry. There is now the mistaken idea that 
the prolonged coexistence of different economic forms-—-namely, the system 

of ownership by the whole people and that of collective ownership, both 
being the basic forms of social economy--is suitable only for agriculture, 
but not industry. Thus whenever any industrial undertaking is mentioned, 

the system of state-ownership would be the only way out; otherwise no new 
plant can be opened. This is an erroneous concept. 


The approach to economic development in Yunnan should be to take agriculture 
as the foundation and bring into full play the strong points of forestry and 
animal husbandry. The huge amounts of raw materials provided by agriculture, 
forestry and animal husbandry will heop develop light industry, and the funds 
accumulated by light industry will mainly be used to develop energy and 
transportation. Improvements in energy and transportation will give an 
impetus to the development of heavy industry and thus the entire economy 
will be revitalized. Thus the province's revenues were more than tripled 

in the past 5 years, since we now are capable of attending to “mountains,” 
agriculture, light and heavy industries, collective industry and technolog- 
ical advancement. Whereas we hope the state will soon develop Yunnan, we 
still must base our program of action on self-reliance. We must not sit back 
and wait for development by the state and fail to do what we can. 


II. Further Emancipate Thinking, Continue To Adopt Flexible Policies, Enliven 
the Economy at Home and Abroad, and Energetically Develop Commodity Production 
so that the Peasants Can Become Richer as Soon as Possible. 


Whether or not these visions materialize will mainly depend upon our per- 
sistent adherence to the Marxist ideological line at all levels. The so- 
called emancipation of thinking means further currecting the ideological 
line. The results of implementing the good policies since the 3d Plenary Ses- 
sion of the llth Party Central Committee can be of two types. Why? It en- 
tirely depends on whether we have a correct ideological line and whether we 
can persistently seek truth from facts and proceed from realities in all mat- 
ters. Our party's policies are based on principles but are also flexible. 
For such a large country as China with a population of 1 billion, conditions 
must vary a great deal in different places and the central authorities must 
have unified policies which are based on principles. However, every policy 
formulated also has certain flexibility for the localities. Thus policies 
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must be principled as well as flexible. For those who are responsible for the 
implementaton of policies, there is the question of being lenient, strict, lax 
or right. How should a policy be enforced? When should we be strict, lenient, 
tight or lax? This calls for good judgment, involving the question of ideolog- 
ical line. In the implementation of policies, we must be able to uphold 

the principles but also be flexible according to actual conditions. We must 

be strict or lenient depending on whether it would be beneficial or harmful 

to the people. This is a measure of the correctness of the ideological line, 
and a sign of the capability and courage of proceeding from realities and 
seeking truth from facts. 


However, seeking truth from facts is more easily said than done, since it re- 
quires a high ideological level and a correct ideological line. In the case 
of levying eight-level progressive taxes from the collective enterprises, 

for example, the cardinal principle was laid down by the central authorities. 
There should be nothing wrong with the laws, and the province has no power to 
adopt another set of tax laws. However, there is great flexibility in its 
implementation. First, there is the minimum taxable amount. If any net profit 
that is less than 3,000 yuan is not taxable, how is the net profit to be cal- 
culated? If this and that expense cannot be counted, the net profit will be 
large, although it is not actually that large. The problem with collective 
enterprises in this respect is most obvious. Second, in calculating taxes, 
should we proceed from the realities of collective enterprises and calculate 
the income tax in a realistic way? This is also an important question. In my 
opinion, since collective enterprises have several special characteristics, 
the method of calculating their income taxes cannot be exactly the same as 
that used for state-run enterprises. 


How is a collective enterprise different from a state-run enterprise? First, 
there is a difference in their investments. State-run enterprises are set up 
with state funds which need not be repaid while collective enterprises do not 
obtain any money from the state at all. They can at most obtain some loans 
which must be repaid. Sometimes, the peasants have to work very hard through- 
out the year in order to save money for opening factories, and urban collec- 
tive enterprises are also opened with funds accumulated by the workers of col- 
lective enterprises. Second, most raw materials and fuel for collective 
enterprises are not obtained from the state at regular prices. These enter- 
prises have to buy them at negotiated prices, and generally have to spend more. 
If their taxes are calculated on the assumption that they have obtained what 
they needed at regular prices or through regular channels, how can they bear 
this burden? Third, wage systems are different. Our large urban collectives 
are now following the example of state-run enterprises somewhat mechanically. 
Commune- and brigade-run enterprises are more flexible, since they adopt the 
piece-rate wage system with given quotas. As long as the required quality is 
guaranteed, the workers can work as much as they want in order to earn more. 
Some of them work 12-13 hours a day with an average income of 100-120 yuan 
[per month]. This is the reward for their labor and should be affirmed. Ac- 
cording to regulations in some places, the monthly wages cannot be more than 
75 yuan, and any excess will be taxable. This regulation is likely to ruin 
the enterprise. In levying income tax, we must consider this point: It is 
unrealistic to apply the same standard to both state-run and collective 
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enterprises by mechanically following the rule book and old conventions in- 
stead of proceeding from the realities of collective economy. Fourth, col- 
lective enterprises are responsible for their own profits and losses. The 
losses of state-run enterprises are made good by the state, while losses of 
collective enterprises are borne entirely by themselves. Therefore, in imple- 
menting the policy of eight-level progressive tax among collective enterprises, 
our guiding thought, in my opinion, should be one of leniency for the reason 
tht the collective economy in Yunnan is too weak to withstand any setback. 

As for the border prefectures and autonomous prefecturs, of which there are 
more than 20, I am in favor of suspending the matter of income tax of enter- 
prises for 2 or 3 years, since the state cannot get much out of them anyway. 
Collective enterprises in the border regions are now only in their sprouting 
stage, not fully grown, and any careless handling will ruin them. Of course, 
we do not advocate abolition of the eight-level progressive tax, although we 
stress the importance of ideological line in the implementation of this 

policy. We must proceed from the collectives’ realities in analyzing and 
studying the difference between the collective and the state-owned enterprises, 
and be strict or lenient on the merits of each case. 


All these are matters of policy implementation, not problems with the policies 
themselves. There is great flexibility in calculating income taxes, and ac- 
cording to the central government's regulations, reductions and remissions are 
permitted in case of real hardship. In fact, even though we follow the rules 
rigidly in taxing the collective enterprises, we cannot get much out of them. 
However, the destructive effects are quite instantaneous, since a single mis- 
take can bring ruin. It is difficult to build up a collective enterprise, but 
very easy to destroy it. Among all economic levers, taxation plays the great- 
est role, and the use of this economic lever calls for great skill. If we 

can make proper use of this lever to achieve flexibility while upholding the 
principle behind the central government's policy, and do our work well, our 
work in taxation will be more and more vigorous and our revenues from taxes 
will continue to increase. On the other hand, if we only follow the rules 


-—end do not know how to be flexible, we may kill the goos that lays golden 


eggs, and one or two mistakes may bring about the enterprise's collapse. In 
order that the enterprise will continue to prosper and the state's tax revenues 
continue to increase, we must have a unified understanding and a correct ideo- 
logical line, seek truth from facts and proceed from realities in all matters. 
The purpose of taxation is to develop enterprises and not to destroy them. We 
cannot solve this problem by issuing documents. We must carefully sum up our 
experiences, ecemploy a unified way of thinking, and hand over the golden key 

of a realistic ideological line to the leading cadres at various levels so 

that they can work creatively and continue to raise their ideological and 

work levels. Such is the function of taxation as a lever. 


The question of credit for collective enterprises is also a question of 
seeking truth from facts. In the second half of last year, for example, in 
view of market financial conditions, the State Council issued a document to 
control the issuance of banknotes in an effort to reduce their volume: in 
circulation and to appropriately restrict credit to commune- and brigade-run 
enterprises. It should be entirely correct to implement the State Council's 
instructions, to reduce the currency in circulation, and to control credit of 
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the commune- and brigade-run enterprises. But what is the situation in Yunnan? 
First, the deposits are more than the loans, the former totaling more than 1 
billion yuan and the latter only 0.8 billion yuan. Second, the structure of 
credit is irrational. Here, 80 percent of the credit is used to support 

simple reproduction leaving only 20 percent to support expanded reproduction, 
while the reverse is the case with the economically developed provinces. Since 
enterprises run by communes or production brigades are almost nonexistent in 
some border regions, it is not a question of control but one of giving a free 
hand, or a question of investment returns and investment guidance to be con- 
sidered. Therefore, how to develop collective economy by using credit as a 
lever is also a major problen. 


Furthermore, there is a common malady among those comrades in charge of col- 
lective economy. As soon as the word collective is mentioned, they want at- 
tention from the party committee or the government, and attention means re- 
ceiving funds for new enterprises. Therefore, they expect help from the fi- 
nance bureau or the finance department. This is certainly improper. Some 
other comrades, because of their ignorance in economic work, do not know how 
to use credit funds. They think that since state-run enterprises have to re- 
pay the funds invested, why should collective enterprises do otherwise? It 
is true that some subsidy for the payment of interests on loans should be 
proper. However, we must be flexible in using credit as a lever in the use of 
funds so that it can play its full role. The comrades in charge of credit 
should be more lenient toward those enterprises that need to be developed. 


There are also many problems in the use of price as an economic lever. The 
raw materlals for many products in coliective industry are brought at negoti- 
ated prices. In price control, we should proceed from realities and need not 
be so strict. It is true that according to state regulations, some prices 
cannot be changed; yet there are many products whose prices should not be 
rigidly controlled. If their raw materials have been purchases at negotiated 
prices, the price control should be less rigid. 


After all, we have to emancipate the mind and adopt flexible policies in order 
to boost collective industry in our province. 


III. The Question of Several Concrete Policies. 


First, collective economy must be correctly treated as such. Under this prin- 
ciple, we must carry out reforms or make breakthroughs wherever necessary. 
There are many policies concerning collective enterprises, but what we should 
be concerned with are: First, the way to use tax, credit and price effective- 
ly as economic levers to promote the development of urban and rural collective 
industry, and this is a major policy question. The problem of taxation, 
especially the problem of tax calculation, must be solved quickly. Second, 
the problem of loan redemption before taxation. Third, the question of the 
power to approve the reductioniand remission of taxes and the way to solve this 
problem promptly and more realistically. Other problems concerning taxes on 
products and so forth should also be conscientiously studied so that a fairly 
rational plan can be quickly worked out. 
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Second, the question of labor system and the wage-bonus system. This year, I 
would like to see a breakthrough in the cortrol of these two systems by running 
collective enterprises as such. Since the labor system is that of a collec- 
tive, there should be no restriction or rigid control over the recruitment of 
its personnel. In iabor management, the enterprises run by rural communes or 
production brigades are not controlled by the labor departments, and that is 
why they can be more flexible and increase their output more quickly. There- 
fore, there should be a breakthrough and a reform in the labor system of col- 
lective enterprises. As to the system of wages and bonuses, the ceilings for 
collective enterprises, in my opinion, should be removed. Contracts signed 

at the beginning of the year must be carried out according to the terms at 

the year end, and there should be no ceiling to the increase in wages or 
bonuses if the quotas are overfulfilled. Of course, the collective enterprises 
if the quotas are overfulfilled. Of course, the collective enterprises must 
be law-abiding and cannot raise their prices at will or resort to deceitful 
means. Rewards for actual labor, however, should not be restricted. 


Third, the question of guidance through planning. This refers to how the 
collective enterprises should implement the general principle of the leading 
role of planned economy and the subsidiary role of market regulation. They 
should be flexible and at the same time directly or indirectly be included in 
the state plans. In setting up new collective enterprises, we must have 
distinctive goals and adhere to these three principles: obtaining materials 
locally, processing them locally, and selling them locally. Industry can be 
run on the basis of utilizing local resources and be inseparable from these 
resources. These enterprises must not compete with the large plants of the 
state for the materials that are already in short supply. Yunnan has a great 
deal of resources and a broad road ahead. If it must squeeze itself into a 
small lane to compete with others, it will naturally end up bruised and bleed- 
ing. Therefore, in settin collective industry, we must be sure that raw 
materials are locally available. The enterprises must be run according to the 
availability of local resourees or according to local strong points. The market- 
ing of their products must suit the local or provincial market. Of course, fine 
products can be sold outside the province or even abroad. On the other hand, 
if some established enterprises are in need of certain indispensable raw mater- 
ials or fuel, the planning department should give them equitable consideration 
in order to guarantee their production and promote the development of urban and 
rural enterprises. 


There is a very important problem facing industrial and commercial management. 
It must stop the interference from various quarters and eliminate unreasonable 
burdens imposed on the enterprises. At present, there is interference from 
various quarters in the operation of collective enterprises and individual 
industrial or commercial units that has developed to an intolerable extent, 
while the burden on the collective enterprises is at the point of strangling 
them. This problem must be carefully handled and solved in order to guarantee 
that the interests of collective enterprises will not be infringed. Industrial 
and commercial management should protect these enterprises’ legitimate rights 
and interests. If they engage in speculation, profiteering or other illegal 
activities, we must control and even attack them, but their legitimate rights 
and interests must be protected, and aside from the collective of taxes by the 
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tax department, nobody can have any claim on their resources. Only the indus- 

trial and commercial sectors have the power to collect management fees, and 

these fees cannot be excessive. No other sector whatsoever has the right to 
80 


IV. The Question of Leadership. 


Urban and rural collective industry is now in the stage of vigorous develop- 
ment as well as a period of difficulty. During this period, it is very 
necessary for the provincial government to have the leadership of a unified 
and authe’ ‘tative coordinating organ. All prefectures, autonomous prefectures 


of commune- and brigade-run enterprises and the urban collective industry may 
be adversely affected. Collective enterprises have their own speééal charact- 
eristice of collective enterprises can be easily overlooked. The personnel 

of this organ should be few but efficient, and its scope should not be too 
large. The main function of this organ is to control the collective enter- 
prises’ principles, policies, and plans and to reflect their ideas. In the 
future, a supply and marketing section may be established under this manage- 
ment bureau. Then a channel of circulation will be formed gradually to offer 
services before and after production. The cadres of this management organ 
must be young, revolutionary, well educated and professionally competent. 
Efficiency must not be judged by their numerical superiority; what really 
counts is their competence. If the staff consists of 20-30 persons and oaly 

2 or 3 of them can work in the countryside or the factories, then it would be 
better to have a staff of only 4 or 5 persons. Therefore, the staff does not 
have to be large. On the other hand, for urban as well as rural collective 
industry, control by the chains of command is still necessary. We can call 

it dual leadership. In industry, all bureaus and departments should control 
the whole trades and whole provinces instead of a few directly affiliated 
enterprises. In the coal industry, for example, the coal department has to 
be responsible for technical renovation and planning in the whole trade. In 
studying the policies on collective industrial management, it should give 
equal consideration to state-run and collective enterprises. The same applies 
to building materials industry. The provincial building materials industry 
corporation should take care cf the whole trade instead of ite several direct- 
ly affiliated plants. Other trades should also be controlled in the same way. 
The management of entire trades that we are talking about does not mean mono- 
poly over the manpower and financial and material resources and the production, 
supply and marketing of collective enterprises. Economically, there can be no 
arbitrary transfers, and the affiliations as well as systems of ownership can- 
not be altered. The management will be considered satisfactory if efforts are 
directed at the improvement of planning, technical services before and after 
production. Technical transformation, and technical renovation. If all trades 
and undertakings will work in coordination, collective industry will develop 
more rapidly. When the urban and rural collective industry has been de- 
veloped, Yunnan will have great hopes of quadrupling its output. 
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FINANCE AND BANKING 


BEIJING'S 1983 FINAL ACCOUNTS, 1984 BUDGET 
Beijing BEIJING RIBAO in Chinese 22 Apr 84 p 2 


[Excerpts” of “Report on 1983 Final Accounts and 1984 Draft Budget of 
Beijing Municipality" delivered by Chang Zichao [1603 5261 6389], chief 
of the Beijing Municipal Finance Bureau, at the Second Session of the 
Eighth Beijing Municipal People's Congress on 4 April 1984] 


[Text] I. Final Accounts for 1983 


In 1983, Beijing Municipality had a bumper harvest, a continuous increase 
in industrial production, expanded circulation of commodities and 
satisfactory results from the fulfillment of its budget. 


Total revenues budgeted for Beijing Municipality in 1983 and approved 

by the First Session of the Eighth Beijing Municipal People's Congress 
was 4.72 billion yuan. During the execution of the budget, the State 
Council decided to put the Yanshan Petrochemical Industry General Co 
under the administration of the central government and turn its profits 
over to the central revenue beginning 1983. This reduced the revenue 

of Beijing Municipality by 860 million yuan in addition to the reduction 
of 134 million yuan caused by the state approval for lowering the prices 
of such products as chemical fabrics, wristwatches and TV sets. In order 
to examine the execution of the budget in light of actual conditions, 
revenue budgeted for 1983 was changed to 3,725,400,000 yuan with the 
consent of the State Council and the approval of the standing committee 
of the municipal people's congress. The results of the execution of 

the budget showed that the revenue actually achieved in 1983 was 
3,984,414,000 yuan and an increase of 2.7 percent over the revenue 
actually achieved in the previous year. When calculated in terms of 
comparable items, Beijing's revenue in 1983 increased 9.2 percent over 
the previous year, making 1983 the best year for the financial 

situation of Beijing Municipality in recent years. The fuifillnent of 
the budget for major revenues is as follows: 


Industrial revenue totalled 1,540,563,000 yuan, equivalent to 108.4 per- 
cent of the revised budget. Despite a major decline in revenue caused 
by lowering the prices of such products as chemical fabrics, increasing 
coal maintenance and administration fees and reducing foreign trade 
deficits, industrial revenue still increased 0.5 percent over the actual 
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revenue of the previous year. After deducting factors of revenue reduction 
and calculating in terms of comparable items, industrial revenue increased 
8.5 percent over the previous year. Total industrial output value of 
Beijing Municipality reached 25.06 billion yuan, an increase of 9.6 
percent over the previous year and exceeding by a wide margin the target 
of “ensuring a 4 percent and striving for a 5 percent increase" set at 

the beginning of 1983. The production cost of comparable industrial 
products throughout the municipality declined 0.61 percent, and the 
consumption of standard coal per 10,000-yuan-output value declined about 

7 percent from the previous year. All this ensured steady increases 

in revenue. 


Commercial revenue totalled 71,765,000 yuan, equivalent to 159.5 percent 
of the revised budget, an increase of 9.6 percent over the previous 
year. Retail sales of social commodities throughout the municipality 
amounted to 8.36 billion yuan, a 14 percent increase over the previous 
year. Commercial enterprises also made outstanding achievements in 
improving management and administration, increasing economic results and 
reducing losses and waste. In commercial enterprises throughout the 
municipality, expenses for circulation declined 6.9 percent, over- 
fulfilling the target of a 2 percent decline set at the beginning of 
1983. 


Industrial and commercial tax revenue totalled 2,626,340,000 yuan, 
equivalent to 109.4 percent of the budget, an increase of 8.8 percent 
over the previous year. This was a fairly big increase and basically 
kept in step with the increase in production. 


Expenditures budgeted for 1983 and approved by the municipal people's 
congress were 2,218,503,000 yuan. During the budget's execution, the 
state continued to increase appropriations in accordance with needs. 

At the same time, expenditures covered by the emergency financial reserves 
of Beijing Municipality also increased. Increased expenditures were 
mainly for urban construction and maintenance, culture, education, 
scientific research, public health services and agricultural assistance. 
While the budgetary expenditures were increased, the budgetary 
appropriations for capital construction were reduced to keep the scale 

of capital construction under control in accordance with the demand of 

the State Council. In light of the above situation, expenditures budgeted 
for 1983 were changed to 2,542,479,000 yuan with the approval of the 
municipal people's congress. 


The final accounts for the expenditures of 1983 were 1,960,544,000 yuan, 
77.1 percent of the revised budget, a 17.6 percent increase over the 
previous year. Of total expenditures, appropriations for capital con- 
struction amounted to 646,822,000 yuan, 74 percent of the revised budget; 
expenditures for the potential tapping of enterprises and three S&T 
expenses amounted to 208,425,000 yuan, 81.1 percent of the revised budtet; 
expenditures for supporting agriculture amounted to 82,748,000 yuan, 

75.3 percent of the revised budget; expenditures for urban maintenance 








amounted to 81,036,000 yuan, 83.6 percent of the revised budget; operating 
expenses for culture, education, science and public health services amounted 
to 462,601,000 yuan, 88.8 percent of the revised budget; administrative 
expenditures amounted to 137,991,000 yuan, 80.9 percent of the revised 
budget; and other expenditures were 183,655,000 yuan, 66.4 percent of 

the revised budget. The fulfillment of the budget for major expenditures 

is as follows: 


Appropriations for capital construction in 1983 declined from the previous 
year because the scale of capital construction was reduced, projects under 
construction were sorted out and a number of them were suspended or 
stopped. In 1983, 2.2 million square meters of floor space of local 

staff and workers’ housing projects were completed (including those 

built with funds raised by enterprises); the daily gas supply capacity 

was increased by 200,000 cubic meters; roads were extended by 29 kn; 

7 overpasses and underpasses for pedestrians were built; 405 trolleys, 
buses and taxis were added; 33,000 square meters of floor space of 
commercial and catering service outlets were built; 1.95 million trees 

and 740,000 square meters of grass were planted; 11,690 seats were added 
to elementary and middle schools; and 300 beds were added to hospitals. 


Operating expenses of culture, education, science and public health 
services continued to increase by a relatively wide margin in 1983, 
registering a 10.2 percent annual increase over the previous year. They 
emphatically supported the development of such undertakings and improved 
teaching and medical facilities. The amount for education increased 
12.3 percent. Institutions of higher education enrolled 7,900 students, 
secondary vocational schools enrolled over 8,700 students and vocational 
high schools enrolled over 6,200 students. These all showed fairly 

big increases over the previous year. The development of adult 
education was even more outstanding. The number of people taking 
college courses at spare-time and night schools or through correspondence 
and television programs increased substantially, totalling over 55,000 
in 1983. Furthermore, expenditures for culture, public health, science 
and physical education also increased by a relatively wide margin over 
the previous year, resulting in new developments in these undertakings. 


Expenditures for urban maintenance in 198” ' -reased by a relatively wide 
margin over the previous year. With the of urban construction 
continuing to expand, such expenditures iteed the maintenance and 
emergency expenses of municipal facilit‘ They were mainly devoted 


to municipal construction, planting trees and grass in parks, environ- 
mental sanitation and improving unsanitary, disorderly and backward 

areas. Initial achievements were made in improving 100 main streets; 
280,000 square meters of streets and lanes were modified and paved with 
bricks; 37 flooded areas were brought under control; over 10,000 

fountains were modified or replaced; over 1,900 km of roads and over 

1,500 km of sewers were maintained; over 2.2 million tons of garbage and 
over 1 million tons of night soil were removed; over 100 public toilets 
were built; over 9,000 garbage bins and 3,200 trash barrels were installed; 


and 3.5 million seedlings were grown. 


48 











Agricultural expenditures in 1983 rrovided vigorous support to rural 
construction especially the popularization of agricultural S&T and the 
development of a diversified economy. In 1983 a total of 51 agricultural 
scientific research projects were carried out; 168 research results were 
popularized and utilized; 860 wells were sunk; over 470 km of irrigation 
ditches were reinforced; 2,600 km of river courses and drainage canals 
were dredged; 37 projects to solve the drinking water problem for 
mountainous areas were carried out; 494,000 m of land were afforested 
and 145,000 mu of land were planted with forage grass. 


The final accounts for 1983 showed that in addition to the revenue turned 
over to the central government and the excess appropriations for special 
expenditures Beijing Municipality and the districts and counties under 

its administration had a favorable balance of 397,306,000 yuan of above- 
quota revenue sharing, subsidies from the central government and excess 
appropriations for general expenditures. After using 15 million yuan 

to help the municipality, the districts and counties under the 
administration of Beijing Municipality still had a favorable balance of 
181,583,000 yuan from above-quota revenue sharing and excess appropriations 
for expenditures, which will be used in 1984 according to their arrange- 
ments. Beijing Municipality had a favorable balance of 115,723,000 yuan, 
including 34,723,000 yuan of excess appropriations for general expenditures 
and 81 million yuan of emergency financial reserves to be used in 1984 
according to rules. 


The following report will focus on a number of major reforms carried out 
in the financial sector in 1983: 1) Nine counties further improved 

their financial contract system while 10 districts in the inner suburbs 

of Beijing Municipality reformed their financial system. Under the 
financial system of “unified revenue and expenditures" originally employed 
by these districts and counties, all revenues were turned over to the 
municipality and all expenditures were covered by appropriations from 

the municipality. Due to excessive, stifling overcentralization by the 
municipality, implementing this syster. dampened the enthusiasm of districts 
and counties for increasing revenue and economizing on expenditures and 
also hindered making overall arrangements. In order to change this 
situation, nine counties in the outer suburbs of Beijing Municipality 
adopted the management system of 5-year financial contracts in 1981 and 
made further efforts to perfect it in 1983. In the meantime, districts 

in the inner suburbs of Beijing Municipality also adopted a management 
system that signed financial contracts for "a l-year period with fixed 
revenue, expenditure and revenue to be turned over to the municipality 

(or subsidies): beginning in 1983. This was a major attempt by Beijing 
Municipality to reform the financial system in recent years. The new 
system changed the past situation of “unified revenue and expenditures” 
and "eating from the same big pot," expanded the financial power of 
districts and counties, increased their financial capacity, helped them 

in their efforts to increase revenue, economize on expenditures and make 
overall arrangements in accordance with local conditions and supported 

the development of production and various other undertakings. The revenues 
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of 19 districts and counties reached 715,998,000 yuan in 1983, a surplus 
of 205,998,000 yuan over the base figure of 510 million yuan specified 

in the contract and a 35.5 percent increase over the actual revenue in 
the previous year. This rate of increase has never before been achieved 
in history. After implementing the new system, the revenues of all 
districts and counties increased by a wide margin, as did their emergency 
financial reserves. However, the municipal revenues are still rather 
insufficient. This demands that from now on all districts and counties 
do more things with their own financial resources. 


2) Except for the Shoudu Iron and Steel Co which still used the pro- 
gressive contract method with the approval of the State Council, in 1983, 
all industrial, commercial and catering services and other enterprises 
in Beijing Municipality substituted tax payment for profit delivery in 
accordance with the procedures stipulated by the State Council. 


3) On the basis of implementing a budget contract system in administra- 
tive units, Beijing further extended the scale of contract system in 1983, 
allowing units signing budget contracts to retain excessive appropriations 
for expenditures and increased revenue without reducing their budget 
allocations, thus arousing their enthusiasm for economizing on expenditures 
and increasing revenues. This also solved the problem of year-end spending 
sprees that repeatedly occurred in the past. These reforms played a 
positive role in the satisfactory fulfillment of the budget for the revenue 
and expenditures in 1983. 


Furthermore, various additional local revenues of Beijing Municipality 
in 1983 accounted for 85,613,000 yuan, and expenditures accounted for 
79,802,000 yuan. On balance, there was a surplus of 5,811,000 yuan. 
The tasks of selling state treasury bonds and raising funds for major 
construction projects on energy and communications assigned by the 
central government to Beijing Municipality were also overfulfilled. 


The overall situation in the execution of the 1983 budget showed that 
the revenue delivery plan was overfulfilled and that after paying for 
all expenses there was a small surplus in addition to special appropria- 
tions. Judged by this, the situation was good. However, a number 

of problems occurred in the course of executing the budget. First, the 
growth of revenue failed to keep pace with that of production. A major 
reason was that overall economic results in the field of production, 
construction and circulation were not satisfactory although they had 
been improved compared to the past. 


Second, deficits and price subsidies continued to increase. The total 
amount of deficits and subsidies in 1983 reached 940 million yuan, up 

by 140 million yuan from the previous year. Of this, price subsidies 

for grain, edible oil, cotton, coal for daily use and hogskin accounted 

for 480 million yuan; subsidies for trolleys, buses, subways, liquefied 
gas, rent, and heating systems accounted for 120 million yuan; and deficits 
caused by meat, eggs, poultry, fish, vegetables and fruits accounted 

for 340 million yuan. The overwhelming majority of these deficits and 
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subsidies were related to policies and covered by appropriations from 
revenue. They were mainly used for the livelihood of urban residents. 

On the average, each urban resident receives 168 yuan in subsidies a 

year. Under current conditions, a proper amount of subsidies is necessary 
in order to guarantee the stability of the people's living standards. 
Nevertheless proper measures also need to be studied to reduce policy- 
related deficits as much as possible. As for the deficits caused by 

poor management, they must be resolutely reduced. Otherwise, this will 
cause a great financial burden which, as time passes, will become 
unbearable. 


Third, such problems as extravagance, waste, and violations of financial 
and economic disciplines existed not only in the field of production, 
construction and circulation but also in quite a few organs and 
institutions which the people considered as "clean government offices." 
According to incomplete statistics, the general financial inspection, 
self-examinations, mutual-examinations and spot checks carried out in 

the fourth quarter of 1983 revealed 139 million yuan of financial and 
economic violations. This ought to be considered a rather serious 
problem. Moreover, the scale of capital construction was still over- 
extended and the rate of completed projects was relatively low, causing 

a serious effect on investment results. Such problems as misuse of funds 
and poor results of fund utilization still existed even in those units 
where funds for operating expenses were insufficient. All these problems 
must be conscientiously corrected and improved. 


Il. Draft Budget for 1984 


Being the 35th anniversary of the PRC's founding, 1984 is a key to 
achieving the three fundamental turns for the better put forward by the 
central government. The draft budget for 1984 continues to adhere to 

the strategic goal and general principle for the economic construction 
set forth at the 12th CPC Congress and the 6th NPC. It comprehensively 
implements the four directives of the Central Secretariat concerning 

the principles for the construction of the capital and implement the 
spirit of the written reply of the CPC Central Committee and the State 
Council concerning the "Overall Plan for the Urban Construction of Beijing 
Municipality." It is drawn up in accordance with various targets set 

in the plan of Beijing Municipality for national economic and social 
development. On the part of revenue, it adheres to the positive and 
reliable principle and strives to improve economic results, turn deficits 
into profits and make further advances in tapping potential for increasing 
revenue. On the part of expenditures, it persists in the principle of 
ensuring priority projects, giving due consideration to general projects, 
making overall arrangements and acting in accordance with one's ability. 
Under the guidance of the spirit of the "written reply" and in accordance 
with the demand that the capital be the national political and cultural 
center, this budget reduces administrative expenses while giving priority 
to expenditures for staff and workers’ housing, commercial outlets, 
environmental protection, food industry, culture, education, science, 
public health, urban construction, maintenance of municipal facilities, 








planting trees and grass in parks, strengthening public security 
organs, procuratorial organs and people's courts and attacking 
criminal activities. 


Revenue budgeted for 1984 is 4 billion yuan, a 0.4 percent increase 

over the actual revenue in the previous year. The reason why the budgeted 
figure is not much higher than the previous year is that factors of revenue 
reduction have increased this year. If calculated in terms of comparable 
items in the previous year, 1984 revenue is actually 6.8 percent higher 
than the previous year. (Policy-related losses and various subsidies 

have been deducted from the total amount of revenue. If such losses and 
subsidies are not accounted for, total revenue of Beijing Municipality 
would be 5 billion yuan.) Arrangements for major revenues in 1984 are 

as follows: Industrial revenue is budgeted at 1,418,700,000 yuan, a 6.5 
percent increase over the previous year compared in terms of comparable 
items; commercial revenue is budgeted at 80 million yuan, a 11.5 percent 
increase over the actual revenue in the previous year; and industrial 

and commercial tax revenue is budgeted at 2.72 billion, a 3.6 percent 
increase over the actual revenue in the previous year. 


Arrangements for the budget of revenue in 1984 are positive and fulfilling 
this task is certainly no easy job. However, we must also notice that 
there are many favorable factors for increasing revenue in 1984. First, 
along with the further implementation of economic work principles and 
policies set forth by the central government, the national economy is 
bound to experience steady growth, which is a foundation for increasing 
revenue. Second, party and government organs at all levels, from central 
to municipal, have strengthened leadership over the work of improving 
economic results and turning deficits into profits and are adopting 
effective measures to set targets for turning deficits into profits. 

This is extremely favorable for increasing revenue. Third, the con- 
solidation of many key enterprises has witnessed initial achievements; 

a number of enterprises have been approved as up to standard; the quality 
of enterprises has been improved; and the management and economic results 
will be further improved and upgraded. This certainly will show in the 
growth of revenue. Fourth, overdue payments discovered through the 
general financial inspection of 1983 will be turned over to the financial 
departments this year, and the phenomena of financial and economic viola- 
tions and extravagance and waste will also be reduced this year. In sun, 
with the economic situation becoming better and better anu with some 
effort, fulfilling the budget for the revenue in 1984 is possible. We 
should strive to surpass it. 


Expenditures budgeted for 1984 are 2,509,653,000 yuan, a 28 percent 

increase over the figure in the final accounts for 1983. Of total expen- 
ditures, 1,619,432,000 yuan comes from state allocations; 622,647,000 yuan 
comes from excess appropriations for special expenditures in 1983; 255,074,000 
yuan comes from the emergency financial reserves of Beijing Municipality 

and districts and counties under its administration; and 12,500,000 yuan 

comes from fees on waste disposal and water resources. The arrangement 

for major expenditures is: 
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Appropriations for capital construction in 1984 are budgeted at 956,874,000 
yuan, a 47.9 percent increase over the actual expenditure in the previous 
year. Total appropriations include 622,236,000 yuan from state alloca- 
tions, 306,930,000 yuan from the excess appropriations for special expen- 
ditures in the previous year and 27,708,000 yuan from the emergency 
financial reserves of districts and counties. Capital construction 
appropriations for 1984 will be mainly used for urban infrastructure, 
staff and workers’ residents, houses approved by the private housing 
policy, commercial outlets, environmental protection, food industry, 
culture, education, public health and the construction of public 

security organs, procuratorial organs and people's courts. Moreover, 
excess funds raised in 1983 for major construction projects on energy 

and communications will be used to carry out major energy projects such 
as building a natural gas supply system in Beijing and having coke ovens 
in coking plants removed and overhauled. 


Funds for enterprise potential tapping and transformation in 1984 are 
budgeted at 153,471,000 yuan, a 1.4-fold increase over the figure set 
at the beginning of the previous year and a 5.6 percent increase over 
the actual expenditures in the previous year. Such funds will be 
increased during the execution of the budget. Budgetary funds will mainly 
be used for enterprise equipment renewal, technical transformation, 
comprehensive utilization, disposal of “three industrial wastes" and 
labor protection. At the same time, to step up the construction of 
commercial outlets, 5 million yuan has been earmarked for remodeling 
commercial outlets in addition to the portion of capital construction 
appropriations earmarked for building new outlets. 


Three S&T expenses in 1984 are budgeted at 38,060,000 yuan, a 46 percent 
increase over the figure budgeted at the beginning of the previous year, 
but a 39.7 percent decline from the actual expenditure in the previous 
year. This is because the budgeted figure for three S&T expenses at the 
beginning of each year is always rather small. Such expenses will increase 
if new research projects are approved during the execution of the budget. 
Therefore, annual expenditures in this regard can only be higher, not 
lower, than in the previous year. Budgetary expenditures for 1984 are 
mainly earmarked for use in major technical development projects such 

as improving technology of agriculture, light and heavy industry, 
strengthening the development of energy resources, communications and 

new equipment and materials and popularizing the use of electronic computers. 


Operating expenses for culture, education, science and public health 
services in 1984 are budgeted at 542,967,000 yuan, a 17.4 percent increase 
over the actual expenditure in the previous year. This is due to the 
consideration of the fact that being the cultural center, the capital 

should use as many funds as possible to support development of cultural 

and educational undertakings. This rate of increase is the highest in 
recent years. Of all operating expenses, culture is up 47 percent; 
education, 13.6 percent; public health, 15.7 percent; physical education, 
11.4 percent; science, 40.6 percent; and family planning, 16.4 percent. 

In addition, operating expenses for cultural relics and radio and television 
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broadcasting services are also higher than the previous year. Among the 
total expenditures earmarked for the operating expenses of culture, 
education, science and public health services, 81,144,000 yuan comes from 
the emergency financial reserves of Beijing and the districts and counties 
under its administration. This sum accounts for 31.8 percent of all 
expenditures covered by the emergency financial reserves. 





Agricultural-oriented expenses in 1984 are budgeted at 110,626,000 yuan, 
a 33.7 percent increase over the actual expenditure in the previous 
year. Agricultural-oriented expenses in 1984 are mainly earmarked for 
helping communes and brigades develop a diversified economy, supporting 
the development of agricultural S&T and the construction of small water 
conservancy works, subsidizing afforestation by communes and brigades, 
developing the production bases of fresh water fish and subsidizing those 
who raise more hogs rich in lean meat. At the same time, in order to 
improve the backward appearance of mountainous areas and speed up their 
construction, 5 million yuan has been earmarked as special funds for the 
construction of mountainous areas. 


Expenses for urban maintenance in 1984 are budgeted at 105,835,000 yuan, 

a 30.6 percent increase over the actual expenditure in the previous 

year. If we add the 68 million yuan covered by additional local revenues, 
total expenses in this regard will reach 173,835,000 yuan, the highest 

in recent years. 


Administrative expenses in 1984 are budgeted at 181,833,000 yuan, a 31.8 
percent increase over the actual expenditure in the previous year. The 
increase in administrative expenses is due to: 1) Public security organs, 
procuratorial organs and people's courts increased staff members, resulting 
in a fairly big increase in business and operating expenses. 2) In order 
to further consolidate and strengthen the building of neighborhood political 
power, on the basis of existing organizations, residents’ committees 

added youth education, family planning and social welfare three working 
committees and increased expenses accordingly. 3) In order to strengthen 
the control of urban appearance, markets and public health, expenses also 
need to be increased. All these are necessary. If we deduct additional 
expenditures created by changes in situation, normal expenses are 

basically at the same level as in the previous year. 


Expenditures budgeted for 1984 fall far behind expenditures needed by 

all circles. But now the municipal revenue really cannot offer any more 
money. The contradiction between the needs of production and construction 
undertakings and the availability of financial resources is very out- 
standing. In this situation, we can only resort to rational distribution 
and proper arrangements in accordance with the principle of acting in 
accordance with one's ability and in order of importance and urgency. 

We should use limited financial resources where they are most needed. 

Some problems can only be solved step by step. 





The 1984 budget shows a favorable balance of 271,461,000 yuan in 
addition to the revenue turned over to the central government. Of this, 
81 million yuan is allocated from the state for emergency financial 
reserves which will be used in the next year according to rules; the 
remainder is from the excess appropriations for special expenditures in 
the previous year and from the excess appropriations for general expen- 
ditures in the municipality and its districts and counties. Those funds 
which have not been earmarked at present will be earmarked during the 
execution of the budget. At the same time, a proper amount of money 
should be kept in reserve to pay for emergency incidental expenses. 


Furthermore, various additional local revenues budgeted for 1984 amount 
to 76.5 million yuan and expenditures amount to 68 million yuan which 
are earmarked for urban maintenance as usual. 


III. Open Up a New Prospect and Work Hard To Realize the 1984 Budget 


The year 1984 is a key to achieving a fundamental turn for the better in 
the financial situation. Financial departments are faced with a very 
good situation and a very heavy task. To realize the 1984 budget, we 
should pay attention to doing a good job in the following tasks: 


1. Strive to improve economic results and vigorously eliminate deficits 
and increase profits in enterprises. Since all state-assigned tasks to 
improve economic results, eliminate deficits and increase profits are 
very heavy in 1984, we need to adopt effective measures in light of Beijing's 
conditions to strive to fulfill state-assigned plans. By the end of 

1983, nine industrial enterprises still had deficits. Except for the 
Beijing Coal Administration Bureau, which is a special case, the rest 

must turn deficits into profits by the end of 1984. Commercial, grain 

and aquatic enterprises should strengthen management and vigorously reduce 
deficits caused by poor management on the condition that they ensure 

the market supply and do not infringe on consumer interests. As for 
deficits caused by policies, we should adopt the method of single-item 
deficit contract to strive to reduce them. We should vigorously support 
industries run by commercial units and raise profit levels to reduce net 
deficits after the balance of profits and losses. While doing a good 

job in eliminating deficits, we should also pay attention to reducing 
money-losing products in profitable enterprises and strive to raise 

their profit levels. 


2. Strengthen taxation work and tax control and do a better job in sub- 
stituteing tax payment for profit delivery in state run enterprises. 

After the substitution of tax payments for profit delivery, revenues 
collected through the form of taxes account for over 80 percent of total 
revenues in Beijing Municipality, and tax control now has a direct bearing 
on revenue. Therefore, we must strengthen taxation work and tax control. 
We need to strengthen investigation and study. With regard to new tax 
categories, attention should be paid to studying new problems, summing up 
managerial experiences and perfecting them step by step. the first step 
in the tax-for-profit reform in state-run enterprises has been carried 


55 











out throughout Beijing Municipality. All enterprises on which income 
taxes of state-run enterprises are levied must pay income taxes 
according to rules and strictly abide by approved plans and proportions 
for after-tax profit distribution. 


3. Keep capital construction appropriations under strict control and 
conscientiously examine the financial resources of capital construction 
projects built with self-pooled funds. Fund supply should be guaranteed 
for major projects listed in the municipal capital construction plan. 

No funds will be allocated for those capital construction projects which 
are not included in the plan or whose investment has exceeded the plan. 

We should keep the scale of capital construction truly within the limits 
set by the state and centralize manpower, financial and material resources 
to ensure major construction projects. With regard to those projects 
listed in the municipal capital construction plan, we should strengthen 
supervision and examination of the efficiency in fund utilization and 
prevent extravagance and waste, arbitrary increases in cost standards 

and expansion of construction scale. With regard to capital construction 
projects using self-pooled funds, we should conscientiously examine whether 
funds are from justified and reliable sources. Without the examination 
and approval of financial departments, no project using self-pooled 

funds will be assigned plans from the planning commission or allowed to 
open savings accounts with the construction bank. 


4. Strictly control and reduce the expenses of administration and 
enterprise management. In recent years, public expenses in administrative 
organs and institutions and management expenses iu enterprises have 
increased rapidly. This is, of course, caused by many factors. But the 
phenomena of extravagance and wasteful spending really exist in some units. 
In 1984 public expenses in administrative organs will be reduced by 20 
percent at the municipal level and 10 percent at the district and county 
levels except for operating expenses which will basically maintain the 
level of the previous year; administrative expenses in institutions 

will be reduced by the same proportions except for the expenditures for 
middle and grade school education, public health and scientific research; 
and all management expenses in enterprises will be reduced by 20 percent 
based on expenditures in the previous year except for wages, welfare funds, 
union expenses, depreciation costs, productive repair cost and productive 
water and electricity costs. 


5. Persist in reforms. The reform of the financial system in districts 
and counties has determined the relation between the municipal revenue 
and the district and county revenues; the tax-for-profit reform has 
determined the relation between the state and enterprises. Experience 
shows that these two major reforms have been fruitful and need to be 
continuously carried out in 1984. Conscientious efforts should be made 

to sum up the major experiences and problems arising after the implementa- 
tion of the financial contract system in districts and counties. On the 
basis of investigation and study, better solutions should be worked out 
for such problems as how to use and spend money properly and how to create 
greater returns on funds while the emergency financial reserves of districts 
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and counties are increasing and how to handle the relations between the 
municipal revenue and district and county revenues correctly. We need 

to continue to perfect the first step in the substitution of tax payments 
for profit delivery which has already introduced its superiority. We 
need to carry out investigation and calculation actively and do a good 
job in preparing for the second step in substituting tax payments for 
profit delivery which is a continuation and development of the first 

step in the reform. While carrying out reforms in their own units, 
financial and tax departments should also vigorously support reforms in 
all fields including commercial and construction enterprises. 


6. Strengthen financial supervision and strictly enforce financial and 
economic disciplines. As mentioned, at present, violations of financial 
and economic disciplines exist in great numbers and on a broad scale. 
They keep occurring in spite of repeated inspections. This problem has 
become quite serious. This year we should continue to carry out 

general inspections at opportune times. Problems discovered during last 
year's inspection should be handled conscientiously. We should ensure 
that overdue payments are made and that those who conceal their 

returns are strictly handled on discovery. We should not just carry 

out inspection without solving any problems. 


7. Raise the policy level in financial and tax work. The broad masses 
of financial and tax departments should constantly study principles and 
policies, gain a clear understanding of the situation, abide by and serve 
national and municipal goals in their work and heighten their consciousness 
of serving politics, production and the people's daily life. They should 
come out of the circle of purely collecting revenues and granting expen- 
ditures, strengthen investigation and study, take the initiative to 
understand the situations in all fields, strive to study ways to create, 
accumulate and utilize wealth and support the development of all under- 
takings. As long as conditions permit, they should help solve actual 
problems that must be solved and, in accordance with plans and budgets, 
encourage and help various departments to spend money that needs to be 
spent and do things that need to be done so as to benefit from them 

as soon as possible. 
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FINANCE AND BANKING 


SECOND STEP IN TAX-FOR-PROFIT SEEN NECESSARY 
Beijing BEIJING RIBAO in Chinese 16 Apr 84 p 3 


[Article by Wang Chengyao [3769 6134 1031]: “Why Is it Necessary To Quicken 
the Pace ém Carrying Out the Second Step in Substituting Tax Payments for 
Profit Delivery?" ] 


{Text} Although the first step in substituting tax payments for profit de- 
livery achieved certain results, it only substituted income taxes for a cer- 
tain part of the profits originally delivered by state-run enterprises to the 
state and allowed the remaining part to be distributed between the state and 
enterprises under different profit-sharing systems. Comparing it with the 
past when total profits were shared, the essential difference between the two 
was insignificant. It failed to give full play to the proper role of tax 
levers and was unable to properly handle the relations of income distribution 
between state-run enterprises and the state. Major existing problems are: 


1. It failed to help genuinely establish enterprise profit and deficit respon- 
sibility systems and eliminate the defect of eating from the same big pot. 

Some enterprises continue to deliver their after-tax profits to the state under 
profit contract and sharing systems; others pay the so-called regulatory tax 
which is in essence another form of profit delivery because each unit has a 
different tax rate. After deducting the profits to be retained by enter- 
prises, those who have more profits deliver more, those who have less profits 
deliver less, those who have profits deliver none and those who have deficits 
receive state subsidies. The relation between enterprises’ actual income and 
the results of their efforts and management is not very close. It failed to 
genuinely reflect the actual responsibility assumed by enterprises for their 
profits and deficits; nor did it overcome the defect of enterprises squabbling 
over targets and bases formed under the profit sharing system. The irrational 
phenomena of enterprises eating from the same big pot and practicing egalitar- 
ianism still exist. Enterprises’ pressure and motivation are still not enough, 
thereby affecting the efforts to arouse enterprises’ enthusiasm. 


2. It failed to give full play to the function of tax levers in regulating 

the economy and to genuinely solve the problem of the imbalance between happi- 
ness and hardship in enterprises. The present great disparity in the profit 
levels of different departments, trades, and professions and enterprises are 
caused by subjective factors in management as well as objective factors such as 
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prices departing from value and differences in natural resources, technical 
equipment, the occupation of land, the characteristics of trades and profes- 
sions, locations, and communications facilities. Especially at present, the 
price system is irrational, causing great disparity in the profit levels 

of many trades, professions and enterprises. In the first step in substitut- 
ing tax payments for profit delivery, the proportions or amounts of profits 
to be retained by enterprises were calculated on the basis of original profit 
retaining levels in 1983. Since factors of the great disparity in the profit 
levels of enterprises for the most part were not properly readjusted through 
taxation in accordance with different situations they still maintained the 
former irrational and uneven basis. Those who perform well in manarement, 
create great economic results, and make great contributions to the state as 

a result of their subjective efforts, do not gain more income; whereas those 
who perform poorly do not gain less, or even gain more in some cases. This 
makes it impossible to encourage the advanced and push the backward. At the 
same time, with income taxes alone, without the coordination of other tax 
categories, it is difficult to give full play to various fucctions of tax- 
ation in readjusting the economy in accordance with macroeconomic policies. 


3. It failed to genuinely reduce those unnecessary administrative inter- 
ventions conducted by administrative departments and local authorities in enter- 
prises. in the first step in substituting tax payments for profit delivery, 
income taxes and after-tax profits handed over by enterprises are still deter- 
mined according to enterprises’ administrative affiliation. Its expressions 
are: 1) Income tax and regulatory tax payments, like profits in profit- 
sharing and contract systems, are turned over to the central and local revenue 
departments respectively in accordance with enterprise affiliation. 2) The 
distribution of excess profits after income taxes is determined at different 
levels. Financial departments should consult with departments in charge of 
enterprises (bureaus or corporations), consider each of them as a unit and 
calculate and determine the total amount of profits each of them should turn 
over depending on how many enterprises under their control are making profits. 
Then each department in charge will dete.mine how much profit each enterprise 
should turn over in accordance with different situations. Under this prac- 
tice, local and departmental economic interests are still closely related to 
enterprises. It is therefore unavoidable for local authorities and adminis- 
trative departments to conduct unnecessary direct intervention in enterprises 
because of their own economic interests. This can cause decentralized leader- 
ship and make it impossible to properly solve such contradictions as regional 
and departmental barriers and irrational organizational structure of enter- 
prises. 


In sum, the first step in substituting tax payments for profit delivery can 
only be considered as an interim measure. If we want to correctly handle the 
relations of income distribution between the state and enterprises and properly 
solve the abovementioned problems, we must not be content with the initial re- 
sults we achieved in the first step in substituting tax payments for profit 
delivery. Instead, we should continue to advance without stop. Vigorously 
carry ing out the second step in substituting tax payments for profit delivery 
and further perfecting the tax system is a critical link that must be grasped 
firmly in the present task to solve the relation between the state and state-run 








enterprises. It is a key to the solution of a series of contradictions. It 
can pave the way for the comprehensive reform of urban areas and also is an 
extremely important prerequisite for improving enterptise quality. For the 
time being, major reforms cannot be carried out in the price system. Under 
this situation, it is even more necessary for us to use tax levers to solve 
a number of economic problems, bring along corresponding auxiliary reforms in 
other respects of the economic system and render service to fulfilling the 


Sixth 5-Year Plan and smoothly carrying out the upcoming Seventh 5-Year 
“lan. 
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FIRST STEP IN TAX-FOR-PROFIT BEARS RESULTS 
Beijing BEIJING RIBAO in Chinese 13 Apr 84 p 3 


[Article by Wang Chenzyao [3769 6134 1031]: “What Are the Results of the First 
Step in Substituting Tax Payments for Profit Delivery?’ ) 


[Text] In 1983 the firet step in substituting tax payments for profit delivery 
was carried out extensively in state-run enterprises throughout China. The 
first step in substituting tax payments for profit delivery wee focused on 
initiating the system of levying income taxes on state-run enterprises. It 
substituted income tax payments for « fair share of profite originally de- 
livered by state-run enterprises to the state and adopted different methods 

of taxation for different sizes of enterprises and industries. lUssentially, 
it was designed to correctly handle the interests of the state, enterprises 
and staff and workers, fundamentally overcome the defect of ‘esting from the 
same big pot,” establish and perfect economic responsibility systems in enter- 
prises, further vitalize the economy and ensure 4 steady incresse in state 
revenue. The first step in substituting tax payments for profit delivery 
achieved initia) results: 


1. The biggest and most noticeable result is that it stopped enterprise funds 
from getting decentralized and effectively ensured state revenue. According 
to preliminary estimates, in 1983 about 70 percent of newly increased income 
of all state-run enterprises implementing the tax-for-profit system in China 
was turnad over to the state in the form of tax paywente and profit delivery; 
about 30 percent was retained by the enterprises, of which about © percent 

was used for staff and workers’ bonus funds. This implemented the principle 
of “the state gaining the large share, enterprises gaining the siddle share 
and individuals gaining the emall share” set forth by the CrC Central Commit- 
tee for distributing newly increased income of state-run enterprises. it also 
reversed the situation of the past few years in which this income was basically 
retained by enterprises and, what is more, enterprises retained more than their 
newly increased income and had to dig into state revenue. The [iret step in 
substituting tax payments for profit delivery put the distribution of the 
profite of state-run enterprises on the course of coercive taxation in which 
enterprise profits must be used first to pay income taxes ane Chen be die 
tributed for other purposes. Tax rates and time limits ‘or ‘liny tax returns 
should all be clearly specified in tax laws. Calculation of taxable income 
from profite should also be strictly examined and speci! led Those who evade 
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taxes, refuse to pay taxes and delay tax payments should be penalized. By 
doing so, state revenue would be legally and securely placed in the first 
place in the distribution of enterprise profits, thus changing the distribu- 
tion method of placing enterprises above the state formed as a result of im- 
plementing profit-sharing and contract systems. Of course, several important 
measures for after-tax profit distribution adopted in the first step of sub- 
stituting tax payments for profit delivery also effectively guaranteed that 
the state would gain the large share. 


2. It created a certain amount of pressure and motivation for enterprises 
which is conducive to arousing their enthusiasm and revitalizing the economy. 
In the first step in substituting tax payment for profit delivery, when fix- 
ing the proportions and amount of after-tax profits to be handed over or 
when fixing regulatory tax rates, certain financial rights and economic in- 
terests formerly enjoyed by enterprises were guaranteed on the basis of the 
proper profit retaining level in 1982. The above-mentioned proportions and 
regulatory rates, once fixed, remain unchanged for 3 years. Especially, 
profits newly increased in the current year may also be exempted from 60 
percent of regulatory taxes. This certainly can further encourage enter- 
prises to tap potential, strive to improve management, revitalize the economy 
and create more profits for the state. In 1983, profits and product sales 
taxes of industrial enterprises in China increased 6.3 percent over 1982, 
product cost of comparable products detiined 0.2 percent and labor productiv- 
ity of all staff and workers increased 7.7 percent. Such improvement in 
economic results, to a very large degree, is inseparable from the substitu- 
tion of tax payments for profit delivery. 


3. It helped implement state policies and strengthen tax supervision. After 
substitution of tax payments for profit delivery, it is not allowed to read- 
just the proportions and amount of profits to be turned over to the state or 
regulatory tax fates when the readjustment of prices and tax rates affect 
the profits of enterprises, except for major changes which are approved by the 
State “ouncil as special cases. This has overcome some ‘elects of the past 
caused by having to make corresponding readjustment, thereby making it pos- 
sible to conscientiously implement state poiicies and bring into play proper 
regulatory functions of prices and tax levers. To levy income taxes, tax 
departments have to carry out ccmprehensive examination, verification, super- 
vision and inspection of various situations in enterprises’ production, manage- 
ment, production cost, expenses and profits and related financial targets and 
business operations. They also have to delete illegal expenses. by doing so, 
they automatically combine the expansion of enterprises’ decision-making power 
with strict supervision and control exercised by the state. Therefore, they 
can help prevent revenue and funds from ‘evaporating, escaping, leaking and 
disappearing” and stop such loopholes as distribution of funds not included in 
accounts and decentralizing financial resources. They can help discover some 
malpractices in production and management ax many contradictions and prob- 
lems, report them for resolution to the departments concerned and leaders, 

and promptly stop various violations of financial and economic discipline in 
enterprises. They can also help supervise and assist enterprises in improving 
management, increase economic results and adhere to correct socialist orienta- 
tion in management. 








4. Created necessary conditions for carrying out the second step in substitut- 
ing tax payments for profit delivery. The smooth progress and results of the 
first step in substituting tax payments for profit delivery proved in prac- 
tice that it was effective, thereby resolving many controversial ideological 
issues and eliminating those traditional ideas which insist that profits of 
state-run enterprises cannot be taxed. The first step also accumulated neces- 
sary experiences, made things easier for doing a good job in necessary prepar- 
ation, and opened up an avenue for smoothly carrying out the more critical 
second step in substituting tax payments for profit delivery and for ful- 
filling this major reform with better results. 
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FINANCE AND BANKING 


YUNNAN'S 1983 FINAL ACCOUNTS, 1984 BUDGET 
Kunming YUNNAN RIBAO in Chinese 6 May 84 p 3 


["Report on 1983 Final Local Accounts and 1984 Local Draft Budget of Yunnan 
Province" delivered by Zhao Hua [6392 5478], director of the Yunnan Provincial 
Financial Office, at the Second Session of the Sixth Yunnan Provincial Peo>le's 
Congress on 25 April 1984] 


[Text] Fellow delegates: 


Entrusted by the Yunnan Provincial People's Government, I now submit the re- 
port on 1983 final local accounts and 1984 local budget (draft) to the con- 
gress for examination and approval. 


I. Final Local Accounts for 1983 


Although Yunnan Province was hit by numerous natural calamities in 1983, it 
still had a bumper harvest, definite development in diversified economy, 
continuous growth in industrial production and marked improvement in economic 
results. This was achieved because various p.‘nciples and policies adopted 
since the 3d Plenary Session of the llth Cr¢ . ntral Committee have gradually 
struck roots in the hearts of the people am  -cause the people of all nation- 
alities throughout the province have worked hard. On the basis of the develop- 
ment of production, commodity circulation was expanded, buying and selling 
were brisk and markets flourished. Under the excellent economic situation, 
the financial situation was good also. More revenue was collected than was 
budgeted, expenditures increased by a relatively wide margin and there was 

a surplus after balancing revenues and expenditures. 


In 1983 local revenue reached 1.665 billion yuan, a 30.1 percent increase over 
the budgeted figure approved at the Fifth Session of the Fifth Provincial 
People's Congress, a 9.1 percent increase over the figure stated in the final 
accounts of the previous year and basically in line with the rate of increase 
in various economic targets. Of this, industrial and commercial tax revenues 
reached 1.43 billion yuan, a 20 percent increase over the budget and a /7./ 
percent increase over the previous year. Local expenditures reached 2.41/ 
billion yuan, 86.5 percent of the revised budget and a 28.6 percent increase 
over the figure stated in the final accounts of the previous year. Of this, 
funds for enterprise potential-tapping and transformation accounted for 181 
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million yuan, a 54.7 percent increase over the previous year; subsidies for 
technical transformation in “five small industrial enterprises" run by 
counties accounted for 58 million yuan, a 1.5-fold increase over the previous 
year; operating expenses of agricultural, forestry and water conservation de- 
partments and aids to rural communes and brigades accounted for 368 million 
yuan, a 16.9 percent increase over the previous year; and operating expenses 
for education, culture, science and public health services accounted for 655 
million yuan, a 27.3 percent increase over the previous year. 


Main expressions of the situation and salient features in executing the 1983 
budget are as follows: 


1. Conscientious implementation of a series of principles and policies set 
forth by the central government and the provincial CPC committee, quick ac- 
tion, resolute attitudes and fairly effective measures. At the beginning of 
1983, the central government, the provincial CPC committee and the provincial 
people's government paid closer attention to all economic and financial work. 
In 1983, the CPC Central Committee and the State Council adopted a number of 
important measures for financial work. They proposed substitution of tax pay- 
ments for profit delivery for state-run enterprises in February and officially 
adopted it in June. They set forth the policy decision on centralizing finan- 
cial and material resources to ensure major construction projects in June. 
Immediately, the provincial CPC committee made arrangements to implement it. 
At the same time, the provincial CPC committee and the provincial people's 
government decided to carry out a general financial and economic discipline 
inspection throughout the province and the provincial people's government is- 
sued "interim Regulations for Tax Control in Yunnan Province." In October, 
the CPC Central Committee and the State Council conducted intensified study 

of the issue on eliminating deficits and increasing profits and issued an 
“Emergency Circular on Vigorously Increasing Revenue and Retrenching Expendi- 
tures To Ensure a Basic Balance Between Revenue and Expenditures in 1983" and 
a "Circular on Exercising Strict Control Over the Issuance of Currency and 
Vigorously Organizing the Withdrawal of Currency From Circulation.’ All 
levels attached great importance to these directives, vigorously implemented 
them in light of local conditions and achieved good results. The tax-tor- 
profit reform in state-run enterprises ensured a steady increase in state 
revenue as well as enterprise receipts. Tasks to centralize funds and plans 
to eleiminate deficits and increase revenue were all overfulfilled. 


2. Pay special attention to major products to continuously develop economic 
advantages in Yunnan Province. In recent years, Yunnan Province paid special 
attention to developing local economic advantages such as tobacco, sugar, 

tea and nonferrous metal. These products have tairly great impact on revenue. 
In 1983, fund and material supply for such projects were vigorously ensured, 
expansion and remodeling projects were carried out in a planned manner and 
new sugar refineries and mines were built properly, thus accelerating the de- 
velopment of such products. For instance, light industrial output value in- 
creased 11.9 percent over the previous year and taxes and proiits turned over 
by the light industry to the state increased 23.3 percent or 140 million yuan 
over the previous year. 








3. Pay attention to increasing the economic results of enterprises while do- 
ing a better job in enterprise consolidation and production development. At 
the beginning of 1983, we regarded the improvement of economic results as a 
major part of the examination of enterprise management. Measures were de- 
signed to focus on key units including large profitable and money-losing 
enterprises. We paid close attention to every unit and carried out periodical 
analysis, inspection and supervision to help them solve actual problems. With 
efforts, the broad masses of staff and workers of enterprises reduced consump- 
tion, improved quality, lowered production cost, quickened the turnover rate 
of circulation funds and registered a fairly big increase in profits earned 
and profits delivered to the state (including income taxes). For instance, 
the production cost of comparable products in state-run industrial enterprises 
declined 0.5 percent or 1.38 percent after deducting the factor of the price 
readjustment for raw materials; circulation funds occupied by each 100-yuan 
output value declined 5.5 percent; and money-losing enterprises reduced the 
scale of their deficits from 28 percent in the previous year to 18 percent, 
reduced the amount of their deficits by 19.1 percent as compared to the pre- 
vious year, and overfulfilled plans assigned by the state to eliminate deficits. 
As a result, compared with the previous year, profits earned by industrial 
enterprises increased 19 percent and profits delivered by them to the state 
(including income taxes) increased 23 percent. 


4. Substitute tax payments for profit delivery and properly readjust the 
relation of distribution between the state and enterprises. This not only 
ensured a steady increase in state revenue but also aroused the enthusiasm of 
enterprises. More revenues were delivered to the state on time than ever be- 
fore. State-run enterprises began to substitute tax payments for profit de- 
livery in 1983. This is an important aspect in restructuring the economic 
system. It can provide an overall solution to the relation of fund distribu- 
tion and further rationalize the distribution of profits among the state, 
enterprises and individuals. It is conducive to further invigorating the 
economy, improving enterprise management and arousing the enthusiasm of staff 
and workers for production on the basis of ensuring a continuous increase in 
state revenue. This tax-for-profit reform abides by the principle of not 
pushing or yielding to enterprises in regard to their profit retaining levels. 
This creates both pressure and vitality for enterprises and makes them unable 
to gain more profits unless they develop production, improve management and 
strengthen economic accounting. A one-year execution of this reform has 
yielded good results. Of all state-run enterprises in Yunnan Province, 
4615--or 8/7 percent--have substituted tax payments for protit delivery. 

State revenue and enterprise receipts from profits realized in 1983 both in- 
creasea from that in the previous year. Because this is a new work, we still 
need to sum up experiences in a timely manner and carry out necessary read- 
justments. 


5. Strictly control the scale of fixed-asset investments, pay attention to 
the results of fund utilization and vigorously support the development of 
collective economy in urban and rural areas. In 1983, the scale of fixed- 
asset investments was limited in strict accordance with the control plan 
transmitted by the state. Excess investments were readjusted in accordance 
with importance and urgency to save those which should be saved and suppress 
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those which should be suppressed. With regard to investments for potential- 
tapping and transformation, we paid attention to readjusting the orientation 

of investment and improving the lineup of investment to better accelerate the 
development of production. According to data provided by statistical depart- 
ments, classified by lineup, investment used to purchase equipment accounted 
for 39.3 percent, a 10.1 percent increase over the previous year. Investment 
used to carry out renovation and transformation accounted for 57.5 percent, a 
3.6 percent increase over the previous year; and investment used for produc- 
tive constiuction accounted for 79.8 percent, a 7.9 percent increase over the 
previous year. Of all investment, 26.2 percent was used for major construction 
projects on energy and communications, a 9.2 percent increase over the previous 
year. At the same time, an additional 30 million yuan was allocated for the 
funding of local loans in an effort to boost the development of a collective 
economy in urban and rural areas. 


6. Vigorously support the development of agricultural production. Various 
agricultural expenditures (not including capital construction) increased 16.9 
percent over the previous year. At the same time, in order to support the 
development of agricultural production and ensure the stability of the 


people's li° we spent 436 mii\!on vvan on various subsidies, a 14.7 percent 
increase ove .'e@ previous year. A. “he res.lts of fund utilizat-on, the 
financial accounts show that we cul.i:- .4 over 1] million mu of improved- 


variety crops, raised 280,000 heads «‘ ‘.ne-breed animals, improved 1.3 
million mu of man-made pastures, built 47 new small irrigation works, in- 
stalled 953 conveyance systems, did annual repairs on 2,800 km of dykes, of- 
fered help to over 52,000 production teams with material difficulties, in- 
Stalled drinking wat*~ supply systems in over 2,400 areas and solved drinking 
water problems for 6.',000 people and 300,000 animals. In 1983, we also car- 
ried out technical training on a broad scale, nelped grassroots units build 
technical information stations and helped agricultural S&T departments pur- 
chase new equipment, increase scientific research capacity and vigorously 
spread S&T achievements. 


7. Continuously improve the backward situation in culture, education, science 
and public health in Yunnan Province. Because of this, operating expenses for 
culture, education, science and public health services (not including capital 
construction) accounted for 27.1 percent of total expenditures in the final 
accounts for 1983. In order to improve teaching conditions, in addition to 
increasing capital construction investment to build new school buildings, we 
also renovated dilapidated buildings with a floor space of 1.22 million square 
meters in elementary and middle schools, purchased 150,000 sets of classroom 
desks and chaire and added some teaching and research equipment, thus creating 
conditions for improving teaching quality. In light of the prominent fact 
that minorities account for a third of the population in Yunnan Province, we 
made great efforts to better the management of minority schools to train all 
kinds of talented people for the four modernizations. By the end of 1983, 
there were eight minority normal schools and 40 minority elementary and mid- 
dle schools with free room and board in Yunnan Province. Minority colleges 
expanded, eight universities and 11 secondary vocational schools added minor- 
ity classes and administrative offices in nine autonomous prefectures and 
cities set up 320 minority classes at ordinary middle schools. The number of 
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students increased by a fairly wide margin at all schools. With regard to pub- 
lic health, some hospitals expanded and added advanced diagnosis and examination 
equipment which played a certain role in raising the medical standards. Expen- 
ditures for supporting such fields as science, physical education and culture 
also definitely increased. 


In sum, the results of executing the 1983 local budget were satisfactory. How- 
ever, some problems remained. The major problem was that financial management 
failed to meet the needs of the situation. Judging from the general financial 
and economic discipline inspection in 1983, the phenomenon of discipline vio- 
lations was quite serious and widespread. With regard to expenditures, 
progress was somewhat faster, but not ideal. There was still much to be de- 
sired in efficiency. The amount of revenue roll-over was somewhat reduced 

from the previous year, but it was still too much. All these aeed to be con- 
tinuously improved by further emancipating our minds and seeking truth from 
facts in future work. 


Il. Local Budget for 1984 


The year 1984 is an extremely important one for fulfilling the "Sixth 5-Year 
Plan" and for striving to achieve a fundamental turn for the better in the fi- 
nancial and economic situation. Along with the further implementation of a 
series of principles and policies for economic work set forth by the central 
government, and along with the basic conclusion of the organizational restruc- 
turing at all levels and the start of party consolidation, the overall situ- 
ation in the national economy will continue to develop rapidly and in a sound 
direction. Therefore, in 1984 financial work must further implement the prin- 
ciple of readjustment, restructuring, consolidation and improvement, further 
invigorate the economy, strive to improve economic results and vigorously 
eliminate deficits and increase profits. It must centralize financial and 
material resources to ensure various major expenses, strengthen financial 
management and pay special attention to the results of fund utilization so as 
to increase revenue and expenditure by a fairly wide margin over 1983 and make 
due contributions to maintaining a basic balance between national revenue and 
expenditures and striving for continuous improvement in the state financial 
and economic situation. 


The 1984 local budget set forth two figures: One is for the task of examina- 
tion which is arranged in accordance with the tasks of revenue delivery as- 
signed by the central government; the other is for the task of estimated share 
of above-quota revenue, which is fixed at 1.486 billion yuan (excluding the 
receipts of those metallurgical enterprises which have been put under the ad~- 
ministration of the central government), a 21.1 percent increase over the budget- 
ed figure in the previous year. Of this, industrial and commercial tax revenues 
amount to 1.4 billion yuan, a 17.4 percent increase over the budgeted figure in 
the previous year. Annual revenue in the local budget plus fixed-quota sub- 
sidies from the central government amount to 2.039 billion yuan which is the 
total amount of expenditure. Of this, appropriations for capital construction 
increased 15 percent over the budgeted figure approved at the people's congress 
the previous year; funds for enterprise potential-tapping and transfcrmation 
increased 72 percent over the previous year; agricultural-oriented expenditures 


6s 











increased 35 percent over the previous year; operating expenses for education, 
culture, science and public health increased 28.6 percent over the previous 
year; administrative expenses increased 12.1 percent over the previous year; 
and other expenses all increased in definite degrees over the previous year. 


Question in preparation of the 1984 local budget that need to be explained: 


1. It is possible to surpass the figure budgeted by the state (namely the 
figure set forth by the province for the task of examination). This is cal- 
culated in terms of national economic and social development plans and state- 
assigned targets such ar a 2.3 percent reduction in industrial production 
cost, a 50 percent reduction in the deficits of inaustrial enterprise, a 4 
percent reduction in the expenses of commercial circulation, a 13 ypercent 
reduction in commercial deficits and an 8 percent reduction in the deficits 
of grain enterprises before they receive subsidies. The figure set for the 
task of estimated share ot above-quota revenue in our budget is rather small. 
Our main consideration is that because Yunnan is a large province with compli- 
cated situations, relying only on budgetary funds cannot solve problems in a 
timely manner; therefore, it is necessary to properly provide more leeway. 


2. When making arrangements for various expenditures, we gave first consid- 
eration to necessary expenses for energy, communications, agricultur:, science, 
culture and education. With regard to capital construction investment, in 
order to restructure the management system of capital construction, strengthen 
preliminary preparation, ensure that construction projects can start as soon as 
they are approved, and quicken the pace of construction, this year we increased 
budget allocation for the preliminary preparation of capital construction. 

With regard to agricultural-oriented funds, we increased appropriations for 
popularization of agricultural S&T and some developmental production and made 
proper arrangements for funds needed for increasing necessary equipment in 
rural grassroots units rendering direct services to communes and brigades 

such as agricultural and forestry S&T stations and veterinary stations. In 
view of the actual condition of coal, power and other energy shortages in 
Yunnan Province, we also increased funds for use in this regard. Since in- 
tellectual development is the key to realizing the four modernizations, this 
year we increased budget allocation for use in chis regard by a relatively 

wide margin. First, we increased funds to improve teaching facilities, reno- 
vate dilapidated buildings and increase teaching equipment. Second, we in- 
creased funds for scientific research to improve research conditions. Third, 
we increased allocations for necessary expenses on staff and workers’ education. 
With regard to public health, we allocated funds mainly for continuously improv- 
ing medical facilities and purchasing additional equipment. In order to sup- 
port the development of a collective economy in urban and rural areas, we also 
properly increased funds for use in this regard. 


Ill. Strengthen Leadership, Mobilize the People Throughout the Province and 
Strive To Fulfill the 1984 Local Budget 


Although our task is heavy we have conditions to fulfill the 1984 local bud- 
get. The key is to strengthen leadership, conscientiously and correctly inm- 
plement priaciples, policies and measures set forth by the central government 
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and Yunnan Province and make higher and lower levels of work with one mind and 
all departments coordinate with each other. Im order to fulfill the 1984 
iocal budget successfully, we must do a good job in the following tasks: 


1. Further emancipate our minds, invigorate the economy and open up a new 
prospect in light of the grand goal. The 12th CPC Congress set forth the 
grand goal for the whole party in the new historical period. We must vigor- 
ously unfold all work around the realization of this grand goal. To realize 
this grand goal, we must conscientiously study party principles and policies, 
Study new situation, adopt new measures and solve new problems. To do so, 

we need to further emancipate our minds and study policies and measures in a 
truth-seeking manner under the guidance of the party's general line and pol- 
icies and in light of Yunnan's reality. We also need to invigorate the economy 
of Yunnan Province in accordance with economic laws so as to bring about a 
faster development in the economy of Yunnan Province. When studying policies 
and formulating measures, we should pay attention to continuously eliminating 
the influence of “leftist” ideas in economic work and handle different cases 
differently in accordance with different situations in different areas. We 
must guard against “uniformity.” The formulation of all policies and measures 
must be conducive to accelerating production and expanding circulation. This 
year, the provincial CPC committee and the provincial people's government form 
ulated a series of major policies and measures to invigorate the economy. We 
should conscientiously implement them. Only when production is developed, 
circulation expanded, economic results improved and the people enriched can 
we have a reliable source of revenue and a financial guarantee for our expen- 
ditures. 


2. Vigorousiy accelerate the development of production. In keeping with 
Yunnan's realities, we must pay special attention to increasing the produc- 
tion of major products and industries. For instance, we should do a good job 
in developing flue-cured tobacco, cigarette and sugar as well as non-ferrous 
metal, light and textile industries. Receipts of these industries and products 
account for over 70 percent of the revenue of Yunnan Province; therefore, we 
must strive to increase their output and continuously expand their sales on 
the basis of paying continuous attention to product quality. At the same time, 
we should also provide vigorous support in policy, work and funding to develop 
a collective economy in urban and rural areas and "two households and one 
collective.” 


To develop production, we should not rely only on extensive expansion of re- 
production. We must try to find a solution in intensive expansion of reproduc- 
tion. In other words, we should focus on the potential-tapping and transforma- 
tion of existing enterprises and pay attention to developing new technology, 
popularizing and using new skills, studying advanced technology and experience 
so as to enable existing enterprises to increase, through transformation, 
production capacity, improve product quality, reduce the consumption of raw 
materials and fuel, increase production and receipts and improve economic re- 
sults. With regard to funds needed for potential-tapping and transformation 

in enterprises and for popularizing new technology and skills, we should pay 
special attention to the proper use of funds owned by different levels, depart- 
ments and enterprises in addition to budgetary funds. 
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3. Vigerously improve economic results. As far as revenue is concerned, we 
should pay close attention to enterprises and financial consolidation. 

Through consolidation we should establish and perfect the enterprise manage- 
ment system, improve enterprise quality, carry out technical revolution and 
turn deficits into profits. Leaders at all levels must consider turning 
deficits into profits as an important task and pay close attention to it. 
Practice shows that whether or not they pay attention to it makes a great 
difference. We should conscientiously analyze existing problems, study solu- 
tions, mete out effective measures, and establish responsibility system at 

all levels. As for enterprises having large deficits, we should distinguish 
between different situations and set forth strict demands on them to make them 
change their situation within a given period. Deficits caused by poor manage- 
ment should be turned into profits within a given period. During this period, 
it is necessary to carry out deficit contracts, under which above-quota de- 
ficits are not subsidized and profits resulting from reduced deficits are 
shared according to certain proportions or are retained for private use. 

After this period, absolutely no subsidies should be given to those who fail 
to turn deficits into profits. All levels, departments and enterprises must 
guarantee that targets for reducing production and circulation costs are ful- 
filled and overfulfilled. 


As tar as expenditures are concerned, we should establish priorities, allo- 
cate funds for those with better conditions, ensure that funds are used where 
they are needed and pay attention to actual results. At present, many things 
need to be done, but our funds are limited. However this contradiction can be 
solved if we make proper arrangements and practice economy. In light of the 
availability of funds, all levels and departments should distinguish between 
what needs to be done in accordance with importance and urgency and have a 
clear idea of what should be done first and what later. As for those things 
things that ought to be done but cannot be done for the time being, we should 
do good preliminary preparation work so that they can be done as soon as funds 
are available. We should avoid the practices of carrying out preliminary work 
and looking for a way out after funds are on hand or hastily starting a project. 
Utilization of all funds must be based on a strict responsibility system. 
Power and responsibility should be combined. Financial departments and re- 
sponsible departments at all levels, responsible departments at higher levels 
and units utilizing funds should all sign responsibility contracts for the 

use of funds for all operating expenses except for personnel expenses. Such 
contracts should specify contents and requirements for jobs to be done, time 
limits, quality, results and fund supply, etc. Examination should be carried 
out in accordance with the contracts when they expire. Those who did a good 
job in fulfilling their contracts should be commended and rewarded; those who 
failed to fulfill their coatracts should be criticized or given economic 
sanctions. 


With regard to the management of funds, we should do a good job in the manage- 
ment of budgetary as well as extra-budyetary funds. Through establishing and 
perfecting overall financial plans, we should do a good job in overall balance, 
guide and make proper arrangements for the use of funds, avoid or reduce the 
possibility of letting funds lie idle for a prolonged period and make them 
create beneficial results as soon as possible. 








4, Practice strict economy, oppose waste, keep all non-productive expendi- 
tures under etrict control and retrench operating expenses of administrative 
Organs énd management expenses of enterprises. Premier Zhao Ziyang said: 
"Under the situation of financial difficulties and before the economy is 
smoothed out, om no account must we allow loss of control to occur. At prese- 
@nt, we should {iret strictly control the scale of capital construction, 
especially non-procuctive construction. All capital construction must be 
carried out in accordance with plans. Such phenomena as starting construc- 
tion blindly, calculating after construction begins and calculating as con- 
struction goes on must oe prevented. Second, we should exercise strict con- 
trol to prevent wilfull augmentation of organs and staff. This is also a 
major issue concerning the consolidation of the achievements in organizational 
restructuring. it should be studied conscientiously in accordance with the 
principle of ‘one needs food first and construction second." Third, we should 
strictly abide by che scandards of all expenditures and contro] all subsidies 
to prevent people Crom ratsing the standards and expanding the scale indis- 
criminately. ‘ourth, we should retrench all administrative and enterprise 
management expenses and pay attention to practicing economy. In accordance 
with the directives cf the State Council, the Ministry of Finance recently 
demanded thet all public expenditures in administrative institutions be re- 
duced by 10 to 20 percent except for business expenses and that enterprise 
management expenses be cut by 20 percent axcept for individuals’ portion and 
depreciation expences. These must be carried out accordingly. 


5. Strengthen ‘!nanclel management, intensify financial supervieion and 
strictly enforce ‘inanctal and economic disciplines. Without fixed system 

and discipline, we cannot guarantee the fulfillment of our budget; nor can we 
guarantee the development of economic results. In the past few years, we have 


done much work [n thia reserd. However, quite a few probleme still exist. 
Judged by the findings of the ftmenctal and economic discipline inepection 
carried out over the paet 2 years, the phenomena of cax evasion, default, un- 
@uthorized vse an’ emberelement of taxes and profite are still extremely ser- 


fous. If thie oroblem remaina unsolved, {tt is bound to affect the implementa- 
tion of financial and economic systems and the fulfillment of all plans. Fi- 
nancial, tax and accounting departments at ell levele must strengthen super- 
vision, examination end management and conduct education in legel eystems. 


Discovered cases of ‘iscipline violations must be severely dealt with accord- 
ing to rules. We r not say “Juet this once." We must not become soft- 
hearted. Only then can we defend the dignity of plane and dieciplines, pro- 
mote healthy cterdenciee, aad atop malpractice. As long ae this work is well 
done, not only can wo increase revenue and reduce expenditures, but more im- 
portantly we can (‘svelop a health tendency of plain living and hard work which 
ie conducive to the fundamental turn for the betrer in party etyle and sociel 
practice and the healthy development of cadres. At the same time, this is also 
@ major fesue directly concerning the fundamental turn for the better in the 
financial and econonte eltuatton, 

Fellow delenetes: Under the puidance of principles and policies of the central 
government ae wel! as the concrete leadership of the provincial CPC committee, 
the 1944 local budget can be avccesefully fulfilled by relying closely on the 
concerted efierte of the people of all nattonalities in Yunnan Province. 
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FINANCE AND BANKING 


SAVINGS DEPOSITS IN RURAL, URBAN AREAS 


Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 5, 4 May 84 p 49 











[Text] 
NATIONAL URBAN AND RURAL SAVINGS DEPOSITS 
31 March 1984 Unit: 100 million yuan 

Compared with the 
end of 1983 

Items Balance Increased sum % Increase 

Total of urban and 

rural savings dep. 961.22 68.74 7.7 

Savings deposits 

in cities and towns 617.74 45.16 7.9 

Savings deposits 

in rural communes 343.48 23.58 7.4 





[Text] [Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 5, 
4 May 84 p 49] 12302 
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FINANCE AND BANKING 


BRIEFS 


DEFICITS, SUBSIDIES INCREASED--According to data provided by Chang Zichao, 
[1603 5261 6389], chief of Beijing Municipal Financial Bureau, in his report 
at the 2d Session of the Eighth Beijing Municipal People's Congress, in 

1983, tinancial subsidies continued to increase and, if calculated in terms 
of urban population, per capita living subsidies for urban residents averaged 
168 yuan a year. He said: “Deficits and subsidies totalled 940 million yuan 
in 1983, 140 million yuan more than the previous year. Price subsidies for 
grain, edible oil, cotton, coal for daily use and hog skin amounted to 480 
million yuan; subsidies for trolleys, buses, subways, liquefied gas, rent 

and heating systems amounted to 120 million yuan; and deficits caused by meat, 
eggs, poultry, fish, vegetables and fruits amounted to 340 million yuan. Most 
of them are due to policies, compensated by reducing revenue and mainly used 
in the livelihood of urban residents." He said: “Under current conditions, 
in order to ensure the stability of the people's livelihood, proper amounts 

of subsidies are necessary. However, we should study proper measures to 
strive to minimize deficits even if they are caused by policy. As for the 
deficits caused by poor management, we must resolutely reduce them." [Text] 
[By reporter Zhang Changyong [1728 7022 0516]] [Beijing BEIJING RIBAO in 
Chinese 5 Apr 84 p 1] 12302 
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INDUSTRY 


TECHNOLOGICAL PROGRESS IN THE SHIPBUILDING INDUSTRY 


Beijing JIANCHUAN ZHISHI [NAVAL AND MERCHANT SHIPS] in Chinese No 4, 
8 Apr 84 pp 2-3] 


[Article by Zhang Xiaomin [1728 1420 3046] “Technological Progress Is 
the Only Way To Promote the Shipbuilding Industry”|] 


[Text] On October 24, 1982, at the National Science and Technology 
General Awards Meeting, Premier Zhao Ziyang made a very important speech 
entitled "Promoting Economic Development: A Strategic Problem." 
address, Premier Zhao clearly pointed out that “vigorous economic development 
must rely on scientific and technological progress”. Dependence upon 
technological progress, as a basic guiding policy for our country’: 
modernization construction, has been intensively implemented in every national 
economic department. Readers concerned with shipbuilding affairs and 
shipbuilding development hope to understand questions such as how our 
country's shipbuilding industry realizes technological progress, what th 
components of progress in shipbuilding technology are, and what kind of 
important role technological progress plays in the promotion of th hip- 
building industry. This article will give a brief introduction to thes: 
questions. 


In his 


The China State Shipbuilding Corporation has distributed and studied 
documents about technological progress work and has upgraded recognition 

of technological progress. At the beginning of 1983, in order to strengthen 
leadership in this line of work, the State Corporation set up a 
technological progress leadership team to be responsible for routine work 

in the Technology Progress Staff Office. The chief of the leadership tear 
is general Manager Feng Zhi [7458 4160]. The leadership team emphasiz 

that all enterprise units and public agencies of the shipbuilding industr 


should study seriously, finish the work of technological switching’, and 


at the same time plan concrete assignments that are related to techno] cal 
progress. After one year, cadres at all levels, as well as the ma : 
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process can shorten the shipbuilding cycle by one-third. Compared 
with manual welding, the promotion of gravity welding technology can 
increase welding efficiency four to six times. 


The dependence upon technological progress can lower consumption and save 
energy. In the last several years, for example, the diesel oil consumption 
of diesel engines has been lowered from 165 grams per hp/hr to 150-120 
grams per hp/hr as a result of technology importing and of national 
scientific research. In a 10,000-hp diesel engine, when diesel oil 
consumption is lowered, one gram per hp/hr, 42 tons of diesel oil can be 
saved after half a year's running. The energy saved is impressive. If 
aluminosilicate refractory fiber is used for insulation in the hot-working 
process, heat efficiency can be upgraded 20 to 30 percent. Factories that 
tried to use 36 component installations to replace more than 900 
specialized clamping fixtures saved a lot of materials as well as 500,000 
yuan. Using steam boilders and axial belts to generate electricity 

are also effective energy saving measures. 


Dependence upon technological progress can upgrade the quality of 
enterprises. Using minimal investment to manufacture products of higher 
quantity and quality can make them more competitive. This is an 

important step in raising enterprise quality. To upgrade enterprise quality, 
market forecasting has to be enthusiastically carried out, new products 

have to be continuously developed, new technology has to be promoted, 
scientific management has to be strengthened, and people of ability have to 
be trained. In short, the upgrading of enterprise quality cannot be 
separated from technological progress. 


ependence upon technology can help develop new products and new 

markets. During the national economic readjustment period, there was 

not enough work for the shipbuilding industry. A lot of units did not wait 
around passively, however as they actively conducted market research, brought 
into full play the superiority of the individual enterprise, transferred 
their activities from military to civilian use, andmoved from the coastline 
to the hinterland. They provided needed products, created productivity 

and obtained outstanding economic results for the textile, medical, coal, 
transport, end light industries. Dependence upon technological progress 
enabled enterprises to increase and to broaden their many paths of 
management, 


[The dependence upon technological progress can upgrade the scientific 
research level of the shipbuilding industry. Some products can quickly 
reach international standards for that same product if major problems are 
tackled. For example, our science and technology workers spent two years 
developing deck dressings and Class-A decks that will not easily catch 
fire, thereby filling certain gaps in the field of shipbuilding. These 
two results have won official approval from the Chinese Shipbuilding 
Inspection Bureau and have been used in several exported and domestic 
ships. Technology importation as well as the absorption and digestion of 
some products like diesel engines and auxiliary engines have quickly 


upgraded our science and technology levels. 
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In sum, through technological advance, we can "produce economic results” 


and “produce high-level products" in order to meet the circumstances 

generated by the new technological revolution. The vigorous development 

of the shipbuilding industry and the realization of the magnificant goal 
proposed during the 12th Party Congress of the CCP must rely upon technological 


advances. 


I believe that, under the correct guiding principle that vigorous economic 
development must depend upon science and technology while science and 
technology must meet the needs of national economy, that the shipbuilding 
industry will be like other sectors; its advanced technology work will be 
developed more thoroughly and with more staying power. Its dependence 
upon technological progress will produce innumerable great achievements. 
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CONSTRUCTION 


CONTROLLING THE SCALE OF CAPITAL CONSTRUCTION 


Taiyuan SHANXI CAIJING XUEYUAN XUEBAO / JOURNAL OF THE SHANXI COLLEGE OF FINANCE 
& ECONOMICS/ in Chinese No 2, Apr 84 pp 59-60 


/Article by Dai Yulin /2071 3768 2651/: "How Can the Scale of Capital Construc- 
tion Be Controlled Now?"/ 


/Text/ The loss of control of the scale of capital construction is an old 
problem in China. Why is it that we are never able to control it? We feel 
that the method of “curing the head when the head hurts and curing the feet 
when the feet hurt" that was adopted in the past has not been able to provide 
a fundamental solution to the problem. Three problems must be solved in order 
to control the scale of capital construction at the present time: 1. The 
problem of plan formulation and of carrying out supervision and control. 

2. The problem of bullish capital and unified management. 3. The problem 


of vertically and horizontally integrated economic responsibility systems. 


I. Strengthen Science and Law Related to Construction Planning; Implement 
Comprehensive and Systematic Control and Supervision of Construction Planning 


We first of all must strengthen the scientific nature of construction planning 
and clearly distinguish between the spheres of directive and guidance planning. 
The main problem in the loss of control of the seale of capital construction 

is the lack of science in planning. This presents a problem: should there be 
directive planning in capital construction, or should there be an integration 
of directive and guidance planning? The author feels that the latter method 

is the best. This is bece.se the goal in the reform of the administrative 
system in the national economy is to fully encourage the initiative of the 
center and local areas, and to expand the self-governing rights of local areas 
and enterprises. This will give fuller play to the advantages of each and 

will promote economic development. There are increased amounts of money in the 
hands of local areas and enterprises following several years of reform. If we 
again centralize this money in the center and use it in a unified way, then 
there can be no doubt that this will run counter to the direction of the reforms 
and will attack the initiative of local areas. However, the center must deal 
with the money in the hands of local areas and enterprises. What can we do? 
The only possible method is to integrate directive and guidance planning. Only 
in this way will it be possible to guarantee key national construciton projects 
and also give play to the initiative of local areas and enterprises. The 











concrete method is to carry out directive planning for backbone or key state 
projects. The directive projects should include the provision that "the 

three needs must be met." The first need is that the need for capital must be 
met. The center can collect or borrow the money from local areas if it has no 
capital or insufficient capital. The second is that the need for materials 
must be met. When key projects have insufficient materials, the center can 
issue purchasing directives to the related local areas and enterprises. The 
materials can be repaid with quality, quantity and time restrictions. The 

third is that the need for construction forces must be met. If a key project 
has insufficient forces of construction, the center can have local areas make 
apportionments. Every province, municipality and autonomous region must first 
of all satisfy all the needs of projects which fall within the scope of state 
directive plans, especially those for key projects, regardless of which depart- 
ment in the center they concern. The state can increase its guidance of projects 
arranged by local areas and enterprises primarily through guidance planning 

and practice the system of “the two administrations, one relaxation and three 
supervisions."” The "two administrations" refers to directive administration 

of the scale and direction of investments in local areas. The "one relaxation" 
refers to the fact that the center does not ask too many questions about the 
policymaking powers of all local projects, and the local area decide themselves 
whether or not to go ahead with aproject. The first of the "three supervisions" 
refers to supervision of whether or not local areas are engaged in repetitive 

or blind construciton projects. The second refers to supervision of whether 

or not local areas are engaged in projects which consume large amounts of energy 
or which involve products which have no market. The third refers to supervision 
of whether or not local areas are involved in projects which seriously pollute 
the environment or destroy the ecological equilibrium. Secondly, strengthen 

the strictness of plans and conscientiously do good work in construction. The 
main things are: 1. There can be no gaps left in plans, especially for key 
state construction projects. If there are planning gaps, then there inevitably 
will be a great deal of corrupt practices. 2. Casual changes in plans and 
expansion of the scale of investments should not be permitted. 3. Plans 

should be implemented seriously and cannot be delayed. Plans can only be 
relaxed if there are natural disasters or other unforeseen circumstaices. 
Thirdly, strengthen the legality of plans and strive to formulate a planning 

law as soon as possible. With a planning law for capital construction, there 
will be a fundamental guarantee of the strictness of the plans. This also 

will cause the plan formulators to consider science, make thorough investigations 
and be strict and conscientious. We should change the patterns of having 
planning departments only being involved in plan formulation, of them seldom 
being concerned with the degree of correspondence between the plans they 
formulate and actual conditions, and of ther not being concerned with the 


results of capital utilization. If a plan is faulty, then we must pursue those 
responsible. 

Il. Give F° ‘lay to the Construction Bank, Have the Construction Bank Carry 
Out Unifie: gement of All Construction Capital] 

There were . al dozen channels for capital construction investments in 1982, 
which followed further reforms in the economic system. There is also a 
possibility of a further increase in the number of channels for capital. In 
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some areas, several banks and trust investment companies have invested capital 
in a succession of projects. This has led to serious repetitive and blind 
construction. How can the contradiction between dispersed construction capital 
and unified management by the state be resolved? We feel that measures such 

as the following should be adopted: 1. Adopt the method of investment trusts 
to take the capital in fixed assets investments that is scattered in the various 
banks and investment trust companies, including the savings deposits of enter- 
prises and units that are prepared for or already have been used in construction, 
and completely centralize it in the Construction Bank. In this way, the capital 
used for capital construction in the entire society would be centralized. This 
would be beneficial for carrying out adjustment and control of the scale of 
circulation, and could solve problems of repetitive and blind construction. 

2. Certain powers should be conferred on the Construction Bank so that it can 
control the scale of construction and capital utilization in local areas, and 
guarantee the achievement of the two directive indexes in state directive and 
guidance plans. They should have the power to stop issuing loans and seek out 
responsibility for those who have violated state plans. 3. Do good work 
related to investment information and strengthen macrolevel guidance. The 
Construction Bank should treat investment informationas an important area of 
work, pay attention to guidance of macrolevel investments, provide investment 
consultation services for enterprises and units, and provide reliable investment 
information for local and central policymaking organs. 


III. Strive To Establish as Fast as Possible a Perfect and Complete Economic 
Responsibility System That Is Vertically and Horizontaliy Integrated 


Capital construction is a comprehensive department. The departments which 
surround capital construction activities include planning, banking, construction 
uriits, construction enterprises, materials supply, prospecting design and other 
departments. If we wish to eftectively control the scale of capital construc- 
tion, we must make sure that these departments and units clearly understand 

the division of labor, that each assumes the proper responsibilities, and 

that they are closely integrated. Some economic responsibility systems have 

now been established in capital construction, such as the allocation and revi- 
sion of materials, contractual responsibility for investments, and so on. 
However, no vertically and horizontally integrated economic responsiblity 

system has been established. There are no restricting relationships between 
current economic responsiblity systems, to the extent that contradictions are 
present. For example, allocaiton and revision of materials is only important 

in strengthening economic relationships between the state and construction 
units. Insufficient attention has been paid to relationships between construc- 
tion enterprises and materials supply departments and to horizontal relationships. 
For this reason, we must first of all establish relationships for vertical 
economic responsibility systems. In central and local planning commissions, 
there should be establishment of contractual responsibility for investments 

or other forms of economic responsibility systems between construction admin- 
istration and construction units and between the planning commission and each 
unit. This will strengthen the mutual restrictions between them. Second, 
different forms of economic responsiblity systems should be established between 
planning commissions and materials supply departments, between materials 

supply units and construction units, between construction units and construction 











enterprises, and between construction enterprises and survey and design depart- 
ments. Lastly, we should quickly create specialized arbitration organs and 
formulate the related regulations. The organs should deal with economic 
conflicts which occur in capital construction and should make rules for imposing 
penalties. It should be pointed out here that they should also have the power 
to prosecute those related to legal persons who create losses or to report 

them to higher authorities so that economic administrative or criminal penalties 
may be imposed on them. 
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CONSTRUCTION 


HUANGHE FLOOD CONTROL PROJECT SAVES INVESTMENT 
Jinan DAZHONG RIBAO in Chinese 29 May 84 p 1 


[Article by Si Yimin [0674 3015 3046]: "Shandong's Huanghe Flood Control 
Capital Construction Project Implements an Investment Responsibility 
System" ] 


[Text] Shandong's Huanghe Flood Control Capital Construction Project 

increased economic results, ensured construction quality and saved 3.5 

million yuan of investment for the state in 4 years as a result of implementing 
an investment responsibility system. 


Shandong's Huanghe Flood Control Project is a key state construction 
project. It has used about 50 to 60 million yuan of investment a year. 

In the past, due to the "big pot" management method and unlimited supply 

of funds and indiscriminate reimbursement, many sluice gate projects 
exceeded their budgets and repeatedly requested additional investment 

which not only wasted state funds but often caused a delay in the completion 
of projects. To change this situation, beginning in 1980, the provincial 
Huanghe Administration Bureau has gradually implemented an investment 
responsibility system which specifies three responsibilities (units which 
contract for the projects take responsibility for investment, quality, and 
construction cycles) and three guarantees (units which assign the contracts 
guarantee the supply of funds, materials, equipment and necessary 
construction blueprints). In accordance with the plan approved for the 
year or the budgetary estimates specified in the construction designs, the 
provincial river administration bureau contracts projects to regional 
construction and maintenance offices which then implement an investment 
responsibility system in grassroots units in accordance with engineering 
projects. The two parties sign agreements to specify economic 
responsibilities. The contracting units may be allowed to retain a certain 
percentage of the surplus in investment on the condition that they 
guarantee construction quality and fulfill their tasks on schedule. They 
will not be compensated if they spend more than the figure specified in 
the agreements. After contracting for a project, grassroots units then 
contract various responsibility targets to work teams, carry out 

accounting in each work team, vehicle, and ship, award those who overfulfill 
their targets and practice economy, and punish those or deduct income 











from those who fail to fulfill their targets and spend more than they 
are entitled to. In the past 4 years, a total of 12 sluice gates have 
been built or rebuilt to divert the Huanghe with each having a surplus 
in investment. Over 95 percent of earth and stone work has been up to 
standards. Staff and workers" income has also been increased. 
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CONSTRUCTION 


SHANDONG PROMOTES REFORM OF BUILDING INDUSTRY 
Jinan DAZHONG RIBAO in Chinese 28 May 84 pp 1-2 


[Article: "Comprehensively, Systematically and Thoroughly Carry Out 
Reform of the Building Industry in Accordance With Guidelines of the Second 
Session of the Sixth NPC] 


[Text] In accordance with the guidelines of the Second Session of the 
Sixth NPC that the building industry can be the first to carry out reform 
across the board, the Shandong Provincial People's Government issued a 
circular on 23 May to approve and transmit the "Report on Suggestions for 
the Reform of the Building Industry" submitted by the Shandong Provincial 
Urban and Rural Construction Commission and the Shandong Provincial 
General Architecture Engineering Co. With the approval of the provincial 
government, the provincial construction commission and the provincial 
general architecture engineering company held a 6-day provincial work 
conference on the reform of the building industry in Zou County beginning 
yesterday [27 May] to study ways to implement the guidelines of the 
provincial government's circular and various reform measures, to mobilize 
the broad masses of staff and workers in the building industry to carry 
out reform freely and boldly and to revitalize the building industry in 
Shandong Province. Ma Shizhong [7456 0013 1813], deputy governor of 
Shandong Province, and Song Yimin [1345 0001 3046], advisor of the 
provincial people's government, attended and spoke at the conference. 


[he circular of the provincial people's government states: For many yearss, 
such problems as a long construction cycle, a high rate of consumption, 
huge waste and technological stagnation have existed on a big scale in the 
building industry in Shandong Province. The defect of the “big pot" 
system has existed in the relationship between the building industry and 
the state and in the inner distribution system of the building industry. 
These have seriously affected the improvement in the economic results of 
the economic construction as a whole and the progress in the economic 


reform of urban areas. Theretore, the reform of the building industry 
must be given a free hand, new breakthroughs should be made in related 
policies and systems in other field ind the retorm should be carried out 
in a faster pace so as to advance in the front of the economic reform of 
urban areas. Building industry reform should focus on actively 


promoting a system of public bidding. Departments concerned such as 











planning, supplies, labor, industrial and commercial management, urban 
construction, public security, communications, finance, and banking should 
aftfer energecii upport and cooperation in the reform of the building 
industry. Rules and regulations that impede this reform should either be 
abolished or revised, whichever is appropriate. Governments at all levels 
should strengthen the work of organization and coordination in this regard, 
study and solve new problems in reform as soon as they arise, and strive 
to open up a new prospect in the reform of the building industry. 


Suggestions for the reform of the building industry approved and 
transmitted by the provincial government are as follows: 


l. Implement a system of public bidding. Under the guidance of unified 
state planning and the organization and management of departments in 
charge of urban and rural construction at all levels, we should encourage 
competition and prevent monopoly. As long as conditions permit, all 


engineering projects should be contracted to the best prospecting, designing 


and building units selected through public bidding. State-run and 
collective building units, whatever region or department they come fron, 
may all enter into the public bidding if they have a business license and 
a certificate of qualifications and if what they are bidding for is within 
their business scope. Once an economic contract is signed between units 
which contract to build construction projects and units which contract to 
have the construction projects built, the unit in charge of building must 


voluntar organize procuction in strict accordance with the demands ol 
the cont a iministrative departments at higher levels and other unit: 
and individuals must not interfere with the production management and 
administration within the enterprises. 
Along with the reform of construction methods, building units should take 
responsibility for construction and materials needed for contracted 
projects and th ethod ot supplying building materials should be gradually 
changed so that building materials can be directly supplied from supply 
department to building units. 
Y- Actively promote a system of investment responsibility. Units for 
which nstructior ro ject ire built or building units should ign 
investment responsibilit reements with the department in charge ol 
engineering pr ect n i] nstruction projects if conditions permit 
and be held full: ntable to the state. They should take responsibility 
for investment, the construction cycle, scale and quality, the amount of 
major material ind the omm j ion o! onstruction projects. Ir industrial 
and communicati rojects, units for which construction project ire 
built no i gr ntract it ilding unit ym the basis of the budget 
determing | : ce tructio rojects for 
ivili use, cts t production t per 

quare ete | rea, mtr t nouid ver 
the whol t : ter tl mplet ix roject, 
exc in t t to the t whi tracts t ild the project, 





In urban development and housing projects, we siwuld reform the present 
method of decentralized investment, requisition of land, material 

reserves and construction procedures and gradually let building departments 
use bank loans to carry out comprehensive development projects, unified 
construction and commercialized management. 


3. Sign contracts to fix the amount of wages for every 100 yuan worth of 
finished work, change the method of fixing wage bills according to the 
number of workers in an enterprise and let wage bills fluctuate along with 
success or failure in production and economic results. Within the 
specified amount of wages, enterprises may choose their way of distributing 
wages. Those workers’ teams and groups which offered more labor should 

be paid more and those which offered less should be paid less according 

to their labor quota. No ceiling or floor should be imposed on wages. 
Within the specified amount of wages, the wage bill should be included in 
the cost of production. Excess expenditures should not be compensated. 
Excess funds should go to enterprises. They may be used in the next year 
or whenever they are needed if they are not used up in the current year. 


The amount of wages must fluctuate along with the success or failure in 
the fulfillment of major economic and technical targets concerning th 
standards and quality of construction, the reduction of construction costs 
(or profits) and the floor space of construction completed. 


4. Implement a system of labor employment that combines regular contract 
and temporary workers and gradually reduce the proportion of regular 
workers. In accordance with the needs of production, building enterprises 
may adopt different forms of labor employment such as employing long-term 
} 


contract workers (3 to 5 years), short-term contract workers, and 
temporary workers. When contracting peasants to do construction work, 


state-run and collective building enterprises at and above the county level 
may draw up a labor employment plan in accordance with the situation in 
construction assignments and submit it to the departments in charg 
enterprises tor examination and approval. With such approval, enterprises 
may begin recruiting on their own and hire the best qualified applicants. 


Labor departments in the prefectures and counties where they recruit should 
give them permission and support. 


5. Reform the method of construction quality control, combine th 

control exercised by enterprises themselves with the control exercised by 
society, focusing on the latter. Prefectures (cities) and counti hould 
all set up quaiity control stations and entrust the departments in charges 
of urban and rural construction to administer them. On behalf of th 
government ,quality control stations are in charge of exerci ' trol 
over the quality of construction projects. Without the examinatior 
quality control organs, completed construction projects ar t low te 
be commissioned. Along with establishment of prefectural ( 

county qualified control stations, we should initiate a syst 
authentication by the third party and gradually implement th 

fixing higher prices for higher quality of construction project 
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DOMESTIC TRADE 


HUNAN ESTABLISHES MANUFACTURED GOODS TRADE CENTERS 
Changsha HUNAN JINGJI XINXIBAO in Chinese 25 May 84 p 1 


[Article: "Hunan Province Will Establish Manufactured Goods Trade 
Centers--A Major Reform that Includes State-Run Wholesale Commercial Units 
in Market Regulation"] 


[Text] In order to change a closed style to an open stvle, few channels 

to multiple channels and multiple links to few links in wholesale 

commercial departments and to include state-run wholesale commerical 

departments in market regulation, the Hunan Provincial People's Government 

decided to establish manufactured goods trade centers in Changsha, 

Hengyang and Changde cities before the National Day this year to form a 

pivot in the network of circulation between urban and rural areas and “ 
between places inside and outside the province and to accelerate the 

Cevelopment of commodity production and exchanges. 


Major tasks of trade centers are to carry out year-round transactions of 
manufactured goods made locally and in other places of our country; to 
promote sales and joint sales, buy, sell, store and transport goods on a 
commission basis and initiate processing and ordering services; to 

sponsor various fairs in which samples of manufactured goods are displayed 
and orders are placed and sponsor exhibition and sales meetings, regulatory 
meetings and trade fairs in many other forms; to provide consulting 
services for lease, rent, trust and production, technology and management 
of various descriptions; and to collect, analyze and provide information 
on the economy, markets and commodities. Manufactured goods trade centers 
are integrated economic bodies formed by local companies specializing 

in commerce (wholesale stations) and by industrial enterprises which 
volunteered to participate. Such integrated bodies will carry out 
independent accounting, have all member units share their profits and 
losses and implement a system that puts managers in charge under the 
leadership of the board of directors, 


Trade centers will adopt flexible management methods. They may purchase 
goods from wholesale commercial units at all levels or order goods directly 
from factories. They may purchase goods in local areas or in other areas. 
They will change the fixed method of relying on supply meetings te 
distribute goods from one level to another, carry out transaactions all year 
round and function us a reguiator. Regardless of regional and trade 
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limits and to whom goods are supplied, units owned by the whole people, 
collectives and individuals as well as specialized households in rural 
areas will be allowed to participate in the transactions, both wholesale 
and retail sales, in trade centers. They may review samples, make out 
invoices, pay the money and consign for shipment all at the same place. 
They will change the method of fixing prices for goods to be transferred 
and pricing according to different levels and objects such as stations and 
departments. Instead, they will set starting prices for wholesale goods 
and adopt the method of pricing according to the volume and many price 
differences concerning quality, design and seasons. 


Establishing manufactured goods trade centers is a major reform to include 
state-run wholesale commercial units in market regulation and is the 
direction for reforming the wholesale system of manufactured goods. 
Experimenting with the management of trade centers in a planned manner will 
gradually lead to the formation of a circulation network that combines, 
large, medium and small trade centers throughout the province. 
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FOREIGN TRADE AND INVESTMENT 


MARX'S THEORY AND CHINA'S FOREIGN TRADE DISCUSSED 


Xiamen XIAMEN DAXUE XUEBAO /XIAMEN UNIVERSITY JOURNAL/ in Chinese No 2, Feb 84 
pp 58-61 


/Article by Zhang Nanzhou /1728 0589 5297/: "Marx's Theory on International 
Value and China's Foreign Trade"/ 


/Excerpt/ The increasing intensification of international division of labor 
and the continuous development of foreign trade are the manifestations of the 
inevitable trend and progress of the development of the world economy today. 
Comrade Zhao Ziyang put it well in the following words: "A basic characteristic 
of large-scale socialized production is the expansion of exchange from domestic 
exchange to international exchange that links up with the international market. 
In expanding foreign trade, importing advanced technology, utilizing foreign 
capital as well as developing all forms of international economic cooperation, 
we offset our own weaknesses with our own strengths through international 
exchange on the basis of equality and mutual benefit. This will strengthen 
rather than hinder our self-reliance in work." If a country does not judge the 
hour and size up the situation, if it arbitrarily obstructs the development of 
international economic and trade relations and attempts to close itself to 
international intercourse, and, in particular, if it fails to make use of the 
valuable treasure created by mankind andprovided fur us internationally at a 
time when the science and technology in today's world are developing with giant 
strides, then this country will only keep itself in shackles and obstruct its 
own progress. 


Under the existing circumstances, no country in the world can as yet produce 

all the items which it needs. This is no exception even with our country, a 
large socialist country which has large land, large population, diverse natural 
conditions and rich mineral resources. With the development of our country's 
domestic social economy, society's needs (social production and people's liveli- 
hood) continue to expand and increase. Furthermore, although our country's 
social production and livelihood are both under planned arrangement, yet, occa- 
sionally, we may fail to make appropriate planned arrangements or may encounter 
sudcen natural disasters, which will also result in shortages of certain important 
materials needed by society. For years. our country has imported many categories 
of improtant commodities, some of which have been extremely important materials 
in social production and people's livelihood, such as all kinds of special steel 
products, copper, aluminum and other valuable metals, natural rubber, raw 
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material for chemical fiber, chemical fertilizer, farm chemicals, grain, oil 
products, sugar products as well as various kinds of machinery equipment. Of 
these, some commodities constitute a very high percentage of the needs of social 
production. For instance, in 1975, compared to the output at home that same 
year, imported chemical fertilizer constituted 17.3 percent, steel products 

24.7 percent (primarily special steel products), copper 43.4 percent, and raw 
materials for chemical fiber 52.2 percent. The volume of import of aluminiun, 
which was 129 percent, surpassed the output at home, while natural rubber was 

as high as 360 percent. Obviously, without the import of these important 
materials, many important production sectors noc only could not carry out expan- 
sion of reproduction, but also would not be able to maintain simple reproduction 
of the original scale. 


The extension of foreign trade is an important key to developing new production 
sectors of a couatry as well as raising the scientific and cultural level of 
its people. 


When commodity exchange is only limited to the domestic market, abstract labor 
will not be fully embodied in social labor. As soon as commodities go beyond 
national boundaries and exchange is carried out on the international market with 
widespread popular recognition by all countries, the usefulness of people's 
labor and the extent of its socialization will be expanded. Marx said: "With 
the newly-developed source of exchange...we use what was originally worthless 
as a target of exchange, thereby raising its value." Thus: "The possibility 
of the base value of a commodity begins with exchange."+ This way, through the 
channels of foreign trade, we can further develop new production sectors, develop 
new varieties of commodities, make better use of the manpower and natural 
resources of our country, and formulate rational social industrial structures 
and commodity structures, enable the social commodity economy to prosper and 
expand the sources of society's wealth. For instance, our country's drawnwork 
and embroidery are undertakings which presently are primarily involved in pro- 
ducing commodities for export. In 1982, there were roughly 80,000 fulltime 
staff members and workers. Yet, there were 3.8 million people invoived in 
processing outside the factory. Or for instance, half of the factories and 
roughly one-third cf the staff members and workers of the Shanghai handicraft 
industrial system were involved in producing commodities for export. Our 
country has a vast territory, abundant resources and a large population. 
However, because our social productive forces are relatively low, many natural 
resources still await development and the manpower at home still awaits full 
utilization. Utilizing foreign trade to set up and develop enterprises in 
commodities for export is a key to making full use of natural resources, 
expanding labor and employment, increasing society's wealth and improving the 
people's livelihood. 


Foreign trade plays the role of raising the scientific and cultural level of 
all the people of a country. In discussing the roles of international exchange 
and foreign trade, Marx pointed out: "The past self-sufficient and closed-door 
state of a locality and a people is replaced by the intercourse and mutual 
dependence in all respects among all nationalities. This is true in material 
production as well as spiritual production," Through international trade, the 
various nationalities can import advanced machinery equipment as well as 
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technologies and techniques, which will play a direct role materially in the 
scientific and technological development of a nationality. In addition, through 
the utilization of advanced technology and the popularization of scientific 
business management, we will train scientific and technological personnel and 
business management cadres of a country, raise the workers’ level of knowledge 
and skill and succeed in popularizing scientific and cultural knowledge and 
promoting the science and culture and spiritual civilization of the entire 
nation. 


Thus, we should evaluate the role of foreign trade from a strategic height and 
consider the possible results in economic development in light of the use value 
and exchange value of foreign trade commodities. The goal of foreign trade 
business is to obtain the highest socioeconomic results of a commodity's use 
value and exchange value. To attain this goal, we should carry out export and 
import of foreign trade commodities well. Specifically, through the business 
activities in foreign trade, exchanging a definite quantity of commodities for 
export for more commodities for import will bring about the best results in the 
development of the national economy. 


To bring the best results of foreign trade into piay, we must be good at publi- 
cizing our strengths and avoiding our weaknesses, make the best use of the 
situation, and correctly and properly handle our foreign trade activities. The 
social material products of a country are always restricted by the natural 
factors (geography, climate, and resources and others) and social environment 
(labor productivity, socioeconomic relationships and others) of that country, 
and are also affected by the traditional production conditions and nationality's 
customs. Thus, each country may have a lot or a few, superior or inferior, and 
some or no social products, whether in the form of raw materials and finished 
products or in the form of means of production and means of livelihood. 


Marx's theory of international value tells us that in international exchange, 
commodity value is not determined by the necessary labor time in society of a 
country but by the "average unit of world labor" reflecting the world level. 

This way, there exists a gap between a commodity's domestic value and international 
value. Thus, we must and can adopt the principle of promoting our strengths 

and avoiding our weaknesses, strive to export some products that embody superior- 
ity in production (these products being better in quality and lower in cost than 
foreign countries due to natural, social or historical factors), and bring them 
to the international market to exchange for products which are in a position of 
inferiority in production (products which have low production quality, high cost 
and which we are incapable of producing in large quantities temporarily or which 
we are incapable of producing at present). Then, in accordance with the present 
condition of social production in our country, while actively expanding the 
export of mining products and electromechanical products, we should pay attention 
to utilizing our original superiority and increase the export of our country's 
traditional light and textile industrial products, un.que handicraft products 

and native and special products. In addition, we should also attach importance 
to bringing into play the superiority of a large labor force and abundant natural 
resources, actively launch construction contracting abroad and vigorously 

develop the tourist business. For this, we should bring forth corresponding 
measures in respect to social production and circulation. 
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As the commodities exchanged on the international market are measured by the 
average unit of world labor, we must be good at utilizing this “ruler" to organ- 
ize and stimulate the enterprise and professional units involved in exporting 
commodities to work hard to improve business management and show concern for 
their own economic results. The cost of a commodity of an enterprise may have 
reached the intermediate level or even the advanced level at home. At the same 
time, the product quality may be outstanding and popular among the masses at 
home. However, in the exchange on the international market, if it fails to 
reach the intermediate level, it will not hold its ground and will be eliminated 
in the competition. In order to win victory in the competition, the enterprise 
and professional units involved in producing and managing foreign trade commod- 
ities must improve business management, rationally organize the labor force, 
raise the utilization rate of equipment, lower material consumption, economize 
expenses and adopt advanced production facilities and technologies. In short, 
they must carry out effective work in raising labor productivity, economizing 
labor and lowering cost. This principle corresponds to what Marx says as 
follows: “Only through foreign trade and the development of a market into a 
world market cqn money be developed into world money and abstract labor into 
social labor."~ Thus, when a commodity is limited to domestic circulation, the 
social character of labor in producing the commodity is nut complete, and its 
depth is inadequate. Only when a commodity is used as exchange on the inter- 
national market and is able to stand up to worldwide competition can the quality 
and quantity of materizlied labor of a commodity be effectively and fully 
verified. 


At present, our country's social productive forces are relatively low and 
problems exist in business management. As a result, a considerable portion of 
our export commodities is of poor quality, low sales price, and high cost. 

This way, it is impossible to form "saleable commodities" with competitive 
capacity on the international market. At the same time, the state has given 
tremendous subsidies to foreign trade, which has seriously restricted the expan- 
sion of foreign trade export commodities. Thus, at present, we should import 
some necessary advanced technological facilities from abroad, transform some old 
enterprises and build some new enterprises. In addition, we must make use of 
all kinds of measures to vigorously raise the labor productivity of our existing 
production enterprises. We must also improve our business management involving 
foreign trade commotidies, handle properly such links as the production, 
distribution and circulation of foreign trade commodities, and improve the 
quality and lower the cost of export commodities. 


The export of commodities is the basis of import. However, import is an 
important measure in realizing foreign trade results. Import also brings along 
export: the two complement each other. Thus, we must attach importance to 

import work. For this reason, in our foreign trade activities, we must be good 
at carrying out operations and business management, and must investigate the kind 
of exchange with foreign countries which will be most favorable to the develop- 
ment of our country's national economy. Only by handling properly this 
relationship can we truly promote our strengths and avoid weaknesses in foreign 
trade. 





China is a developing socialist country with its own special socioeconomic 
factors. The development of our social economy is a planned one that abides by 
the requirements of the basic economic laws of socialism. Thus, our country's 
foreign trade activities must not be like those of the capitalist countries, 
which use profitmaking as the guide to all actions. Our country's foreign 

trade business activities must take the enhancement of the national economy as 
the principle. At the sane time, we must be able to see that, due to historical 
and social reasons, currently, the economically advanced capitalist countries 

are (““ccupying the leading positions on the international market. These countries 
try hard to maintain the old and irrational international economic order. 

Relying on their own relatively high labor productivity, they use less labor to 
exchenge for more labor through foreign trade, thereby obtaining surplus profits. 
In addition, they try and even unscrupulously adopt despicable measures such 

as monopoly, dumping and speculation in international commodity exchange 
activities to infringe upon the interests of the eocnomically weaker small 
courtries. Thus, in reality, international trade is an economic trial of 
etrongth and struggle among nations. We must unite with the large numbers of 
developing countries to wage the necessary struggles against the irrational inter- 
national economic and trade order. If we “ack mental preparedness and lower our 
guard in action, then we will inevitably suffer great losses. Then, not oniy 
will foreign trade fail to play a proper role in its own country's eocnomy, but 
will affect the latter adversely. 


In regard to the unequal nature of how strong nations cruelly exploit and plunder 
weak nations in internationai exchange, revolutionary teacher Marx clearly pointed 
out that the bouregoisie “brought civilization to all corners of the world for 

the purpose of seizing new ground where they can give free play to their 


despicable greed." Marx also hit the nail on the head by pointing out that: 

“A new international division of labor which corresponds to a machinery produc- 
tion center is born. It enables the region of the earth which engages primarily 
in agricultural production to serve the otler region which engages primarily in 
industrial production."4 However, Marx was always standing at the engine of 
historical progress, forecasting the international division of labor and inter- 
national trade of the future: "Only when the great social revolution has 
dominated the results of the age of the bouregoisie, the world market and modern 
productive forces, and when it h:s subjected all these to the common supervision 
of the most advanced nations, can human progress not be subjected to the terridje 
heathen gods who only drink their good wine from goblets made of human skulls." 
We have not reached this age yet. Presently, the world market before us is 
undoubtedly filled with that kind of injustice, the strong bullying the weak and 
the big suppressing the small, that Marx exposed as early as a century ago. 

We must face it, oppose it, and render our efforts «nd contributions to estab- 
lishing a new and just international economic and trade order. But we must 
absolutely not implement a closed-door policy because of this. Otherwise, we 
will have become those people whom Marx long ago derided as “having the ancient 
and old feudal imprint on their buttocks." 


International trade no doubt is a product of the progress of the present age and 
plays an extremely positive role in the economic development of all countries. 
However, fundamentally speaking, the development and progress of the social 
economy of a country ultimately are determined primarily by domestic factors. 
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They rely on bringing into play the wisdom of all the masses, rely on rationally 
utilizing all kinds of resources at home and rely on the hard work and common 
struggle of the entire nation. Our country is a large socialist country which 
has a population of 1 billion. Our modernization cannot be bought through 
foreign trade transactions. However, it is entirely necessary to utilize, 
through foreign trade, the positive factors abroad to speed up our country's 
economic construction. Since the 3d Plenary Session of the llth Party Central 
Committee, in accordance with the basic principles of Marxism, and in light of 
the current basic economic conditions both at home and abroad, our party and 
state have correctly formulted a series of foreign economic and trade principles 
and policies. Comrade Hu Yaobang pointed out: “It is our firm strategic 
principle to carry out the policy of opening to the outside world and to expand 
economic and technological excahnge with foreign countries in accordance with 
the principles of equality and mutual benefit. We must speed the entry of 
Chinese products into the world market and vigorously expand foreign trade." 

He further pointed out: “In our efforts for socialist modernization, we must 
take a self-reliant stand, relying mainly on our own hard work. There must be 
no wavering whatsoever in this respect. Our aim in expanding economic and 
technological exchange with foreign countries is to enhance our ability to be 
self-reliant and to promote, and certainly not to impair, the development of 

our national economy." Thus, the current task on the foreign trade front is to 
correctly understand the characteristics and role of foreign trade. Then, in 
accordance with the principles and policies formulated by the party and state 
and in integration with the specific factors both at home and abroad, we will 
continue to improve our work in practice, ad render due contribuitons to reviving 
China. 


FOOTNOTES 
1. Marx, “Summary of Critique of the Political Economy," Vol 5, pp 162, 63. 
2. “Complete Works of Marx and Engels,"'Vol 1, p 255. 
3. “Complete Works of Marx and Engels,” Vol 26, No 3, p 278. 


4. “Complete of Works of Marx and Engels," Vol 26, No 3, p 278. 


5. "Selected Works of Marx and Engels," Vol 2, p 75. 
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HONG KONG MEDIA ON CHINA 


FOURTEEN COASTAL CITIES OPENING DOORS TO OUTSIDE WORLD 
Hong Kong JINGJI DAOBAO /ECONOMIC REPORTER/ in Chinese No 24, 18 Jun 84 pp 6-14 


/Article by Chu Yue-ning /2612 1878 1380/: "An Introduction to the 14 Coastal 


Cities Opening Their Doors to the Outside World"/ 
/Text/ 1. DALIAN 


Dalian is an important seaport in Northeast China. It is situated in the south- 
erm tin of the Liaodong Peninsula, bordering on the Huanghai and the Bohai. 

The city has undes its jurisdiction five prefectures and five counties, covering 
an area of 12,500 square km and having a population of 4.767 million. Known 

as the “land of milk and honey" in Northeast China, Dalian is famous for its 
scenic beauty, delightful weather, good industrial base, and rich agricultural 
resources. 


Dalian has good sea-land-air transport facilities. It is China's second largest 
seaport, which functions not only as an important port for exports and imports 

of the three Northeastern provinces anu the eastern sector of Nei Monggol, but 
also as an axis of sea-land coordinated transport linking Asia to Europe and 
America. Today, with a total of 48 berths, of which 23 are for ships of 10,000 
tons or larger, the port provides an annual handling capacity of 35.85 million 
tons. In 1983, the actual handling capacity was 35 million tons, ranking second 
in the whole country, with exports totaling US$3.9 billion, scoring first in the 
nation's exports. By 1990 the port's handling capacity is expected toreach 42 
million tons. The handling capacity could reach 100 million tons after completion 
of the new harbor in Da Yao Bay of the Jinxian County under the jurisdiction of 
Dalian. The port now provides seven domestic passenger shipping lines, with 
railways leading directly to the various Northeastern cities and connecting with 
Beijing and Tianjin, pius civil airlines maintaining flights to Shenyang, Beijing, 
Qingdao, and Shanghai. 











Dalian possesses a sound industrial base which is complete in categories and 
branches. It is relatively well developed in engineering indsutry, metallurgical 
indsjtry, petrochemical industry, light and textile industries, and electronic 
industry. The city has had more than 1,900 industrial enterprises, which created 
a gross industrial output value of 8.4 billion yuan in 1983. From 1979 to 1983, 
57 categories of Dalian products won national gold and silver medals, and another 
156 categories of products were rated national and provincial high-quality 
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products. Known as a northern land of plenty, Dalian is rich in agricultural 
resources, producing 500,000 tons of fruits and 420,000 tons of aquatic products 
in 1983. 


Dalian is rich and solid in scientific research and educational forces, having 
134 scientific research institutes with over 6,200 full-time scientific research 
workers, 12 universities and colleges with a teaching and administrative staff of 
12,000 persons, in addition to 17 intermediate vocational schools and more than 
230 schools for staff and workers. 


Situated at the foot of a hill and by the side of a sea, with scenic beauty and 
pleasant weather, Dalian is a rare tourist resort frequented each year by a 
large number of foreign tourists and businessmen, overseas Chinese, fellow 
countrymen from Hong Kong, Macao, Taiwan, and seamen of foreign nationalities. 


By making use of foreign capital and by importing technology, Dalian has made 
definite achievements in reforming its enterprises. At the end of 1983, the 

city had used foreign capital for importing 330 technological projects and 7,000 
sets of technological equipment, using up over US$100 million in foreign exchange. 
This included the use of foreign capital for 172 projects through the patterns 

of compensatory trade, processing and assembling, cooperative production, rent 

and lease, and foreign exchange loans. The cooperating countries and areas were 
Japan, Hong Kong and Macao, West Germany, the United States, Swiwtzerland, Britain, 
Italy, France, Canada, the Netherlands, Austria, and the German Democratic 
Republic. 


Apart from using the existing means of communications, Dalian now plans to 

remodel its civil aviation airport, open up international air routes, and improve 
posts and telecommunications facilities. The Shenyang-Dalian 960-route microwave 
project and the coaxial 960-route telephone cable project will be completed and 
put to use this year. And to be improved is an international communication 
system. The Heshang Island Wharf Project, the construction of which is scheduled 
to be started this year, will have an annual coal-unloading capacity of 5 million 
tons when completed. Also to be started simultanvously is the first-phase project 
of a 600,000-kilowatt harbor power station. 


Today, many countries have sent representatives to Dalian for discussion of 
economic cooperation. Already expressing willingness to enter into economic 

and technological cooperation with Dalian are representatives of the Mitsubishi 
Bank and the Wan Hung /0029 4767/ Corporation of Japan, the Chase Manhattan 

Bank and the Continental Bank of the United States, and the Industrial Bank of 
France. The British Embassy in China and the European Economic Community office 
have also expressed interests in discussing ways of cooperation with Dalian. 


2. QINHUANGDAO 


Of the 14 Chinese coastal cities which have opened their doors to the outside 
world, Qinhuangdao is the northernmost city, situated at the foot of Yanshan 
in Hebei Province, on the banks of Sohai Sea. Sharirg a common border with 
Liaoning in the east and Tangshan in the west, Cinhuangdao is a key junction 
which links Northesast China with North China. The city has under its 
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jurisdiction 4 districts and 4 counties, covering an area of 7,721.3 square 
km and having a population of 2.23 million, with a coastline of approximately 
113 km in length and a water area of about 10,000 square kn. 


Qinhuangdao is a city with a fairly gocd industrial base, whick posted a gross 
industrial output value of 880 million yuan in 1983. The industries are composed 
mainly of the building materials industry, the light industry, the foods industry, 
and the bridge-building industry. Playing a key role in the building materials 
industry is a 60-year old glass industry, which produces 18 categories consisting 
of more than 50 varieties of glasses, mainly toughened glass, clinical glass, 
glass fibre, glass cloth, glass fibre reinforced plastic, decorative glass, 
and glass for daily use. 


Covering a relatively vast hilly land, Qinhuangdao is rich and plentiful in 
dried and fresh fruits as well as rare medicinal herbs of all descriptions, 
such as "Mei Gui Xiang" grapes in Changli, "honey peach" in Nandasi, "Luren 
walnut" in Lulong, “Tian Qiao Gou white pear,” "Mi Hou peach" and Shan Dang 
ginseng in Qinglong. Qinhuangdao produces 10 percent of the nation's almond 
and possesses great potential for development of animal husbandry, having more 
than 2 million mu of grazing grassland. It is also very rich in mineral 
resources, with huge reserves of sandstone, limestone, granite, marble, coal, 
iron, quartz, lead, and zinc. Also relatively rich in exploitable and serviceable 
water resources, the city has 18 rivers, including the Qinglong He and the 
Yang He, plus 3 large and medium reservoirs and over 200 small reservoirs. 


Qinhuangdao's gratest asset is its absolutely unobstructed sea-land communica- 
tions. The harbor of Qinhuangdao possesses excellet conditions as a natural 
ice-free harbor of great width and depth. It now has 13 berths and an annual 
handling capacity of more than 30 million tons, including an annua) handling 
capacity of 7.2 million tons for sundry goods. The harbor's annval handling 
capacity is expected to reach 60 million tons in 1985 and 100 million tons in 
1992. Apart from its domestic and international shipping lines, the city of 
Qinhuangdao maintains highly efficient railways and highways, which lead to the 
various localities of the country, including the Beijing-Harbin Railway, the 
Dalian-Qinhuangdao Railway, and the Beijing-Qinhuangdao Electric Multiple-Track 
Railway which will be open to traffic soon. In addition to the 2 trunk railways 
(the Beijing-Qinhuangdao-Shenyang Railway and the Tianjin-Qinhuangdao Railway), 
Qinhuangdao has a highway network of nearly 20 routes servicing the city and 
leading to other counties. 


Qinhuangdao also possesses excellent conditions for tourism. The well-known 
Beidaihe is located in this area. Since 1979, when tourism was officially 
started in Qinhuangdao, 2 million tourists have visited the city each year. 
This is where one sees Shahaiguan--the starting point of the Great Wall, the 
picturesque "Yansaihu" known as “Northern Guilin," and virgin forests, all of 
which provide brilliant prospects for Qinhuangdao's development of tourism. 


3. TLANJIN 
Tianjin is the largest seaport in North China, second only to Shanghai in the 


nation's industrial and commercial prosperity. It occupies an avea of more than 
11,300 square km, with a population of 7.39 million. 
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Tianjian is at the conluence of the North Canal, the Dagqing He, the Ziya He, 
and the South Canal. It is also a center of China's southern ard northern 
waterway communications, a collecting and distributing center for goods and 
materials in the Huang He valley. 


As one of China's important economic centers and industrial bases, the munici- 
pality of Tianjin now has over 4,400 industrial enterprises. From heavy industry 
to the light and textile industries, the municipality is a relatively powerful 
material and technological base. Meanwhile, Tianjin is also China's traditional 
seaport city for foreign trade, and has had trade .elations with 20,000 foreign 
firms in more than 140 countries and regions. The municipality possesses a fiarly 
large number of personnel experienced in trade and eocnomic relations with 

foreign countries. 


The area of Tianjin is richly endowed with petroleum (on land and at sea). 
natural gas, salt, coal, geothermal energy, and other natural resources. 


Tianjin is topographically a flat and smooth terrain in the coastal area, having 
a sea coastline of more than 130 km, a river coastline of 40 km, and a vast 
stretch of saline-alkali wasteland which provides excellent land conditions for 
its building of new industries and communications, cities and towns. Tianjin's 
coastland is a silted land in which lies a .uge tract emerging out of mud and 
sand excavated from harnessing of the harbor channel, thereby creating favorable 
conditions tor expansion of the port and the developing of industries. 


Over the past 5 years, Tianjin has achieved tremendous growth in economic and 
trade relations with foreign countries, doubling its foreicn exchange earnings 
from exports. In 1983, despite international recession, devaluation of many 
foreign currencies, and rigid state control over deficits of export trade, 
Tianjin still had more foreign exchange earnings through exports than in 1982. 
In utilization of foreign capital and import of technology, Tianjin has achieved 
initial successes. From 1979 to 1983, the municipality adopted the practices 

of joint venture, cooperative production, compensatory trade, rent and lease, 
directly utilizing US$53.43 million in foreign capital, importing 353 items of 
technological equipment at a total outlay of US$277.67 million in foreign exchange 
reserves, processing and assembling 511 categories of incoming materials and 
goods at a total earning of US$34.32 million in wages, and using 7 World Bank 
and government loans amounting to US$11.82 million. 


In order to go one step forward in absorbing and utilizing foreign capital, the 
municipality of Tianjin will adopt the following measures in the days to come: 


l. Foreign firms investing in Tianjin will be the beneficiaries of a more 
preferential policy and treatment. The municipal government will provide the 
foreign firms running exclusively self-firanced enterprises in Tianjin with all 
available terms and conveniences, including preferential treatment through 
further reductions in income tax. The government encourages the local enter- 
prises making use of foreign capital to fight their way into the world market. 
It permits sales on the domestic market of products that can take the place of 
imports and products that are in short supply and needed in China. 
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2. Scheduled to be established in the vicinity of the harbor is a new economic 
development zone, in which the productive enterprises run by Chinese and foreign 
capita’, operated on a cooperative basis, or solely financed by foreign firms, 
like similar enterprises in the special economic zones, will be entitled to a 

15 percent enterprise income tax rate. There will also be a further relaxation 
of authority governing examination and approval of projects using foreign capital 
in the economic development zone, mainly in keeping with stipulations of the 
special economic zones. 


3. There will be an enhancement in the building of basic and servicing 
facilities, creation of a good investment climate, which includes the use of 
foreign capital to accelerate development of Tianjin harbor, speed up construc- 
tion of the Beijing-Tianjin expressway, and quicken the pace of building of 
communication apparatus and accommodations for foreign nationals. 


Todzy, in utilizing foreign capital and in importing technology, Tianjin has 
placed emphasis on: 1) import of advanced technology to make a massive reform 

of the municipality's existing enterprises; 2) development and utilization of 
resuurces (petrochemical industry, coal, gas, power generation, etc.); 3) basic 
inéstries (metallurgical and building materials industries, etc.); 4) technology- 
intensive industries and sophisticated technology; 5) expansion of goods for 
export (processing of imported materials and designs into products for export, 
meticulous processing of primary export products for re-export, use of advanced 
technology to remodel some hot-selling products for export); 6) import substitutes 
and products in short supply in China; 7) materials and goods imported in huge 
quantities (timber, raw sugar, food grains) and shipped into inland areas after 
necessary on-the-spot processing at the port of entry; 8) petroleum service at 
sea; 9) reform and development, servicing and fitting with facilities, of habor 
and its communications and transportation; 10) basic installations and servicing 
facilities essential to development of foreign economic relations and foreign 
trade. 


4. YANTAI 


Yantai is one of Shandong's important cities, situated on the eastern tip of the 
Shandong peninsula, bordering on che Yellow Sea. It consists of 2 districts, 

12 counties, and | city under its jurisdiction, covering an area of 18,900 
square km, with a population of 8.1 million. Yantai has been a famous tourist 
spot of picturesque beauty, where the four seasons of a year are clearly demcar- 
cated, the climate is mild and gentle, and whose places of historic interest 

and scenic beauty are well known at home and in foreign countries. Especially 
well known to the world are the tablet inscriptions and the carved stones of the 
Northern Dynasties in Penglaige and on Wenfengshan of Yexiang County, Yuhungding 
in Yentai, Yueyawen in Changdao, and Liugongdao in Wethai. 


Yantai is a well-known sesside city, with a coastline measuring more than 2,700 
li, over 12 million mu in area, and 800,000 mu in seabeach. It is very rich 

in natural resources, abundant in aquatic products, ranking first in the nation's 
output of shrimp, possessing over 30 categories of underground mineral reserves, 
and producing one-fifth of the nation's talcum, with some agricultural and 
sideline products as well as native and special products--including Yantai apples, 
Laiyang pears, Yantai giant cherries--winning great fame at home and abroad. 
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In recent years, Yantai has attained rapid deve! went in industrial and agricul- 
tural production and great achievements in economic construction. Industry is 
composed wainly of light industry and the food industry, which are relatively 
complese in categories and varieties. It now has more than 2,600 industrial 
enterprises, mostly in the sectors of light industry, machinery, electronics, 
chemical industry, textiles, metallurgy, coal, foods, building materials. Selling 
weil in the province and throughout the nation are quite a few products--grape 
wine, canned foods, clocks and watches, iocks, synthetic leather. and power 
machinery. Yantai has a relatively high level of agriculture and is an important 
base of food grains in Shandong. 


Yantai is historically one of China's trading ports. It has 13 large and small 
harbors along the coast, with 42 berths and an annual] handling capacity of more 
than 12.2 million tons. Of the 13 harbors, the Yantai Harbor is the largest, 
having five 30,000-ton berths and six 5,000-ton berths, with a total handling 
capacity of 6.5 million tons in 1983; it is thus one of North China's major 
harbors, Yantai's foreign trade has developed steadily since liberation, and 
today it exports commodities to over 90 countries and regions. 


Beginning in 1979, the city of Yantai achieved relatively good economic resulte 
through diversified utilization of foreign capital. From 1979 to 1983, contracts 
were signed between the city and foreign countries on 23 projects for processing 
of imported materials, assembling of imported items, conpensatory trade, rent 

and lease, etc. Yantai'’s present and future utilization of foreign capital 
centers on technological reform of light and textile industries, the foods 
industry, the electronics industry, and the building industry. Today, preliminary 
arrangements nave already been made for over 90 technological reform projects 

in light and textile industries, the foods industry, the electronics industry, 
and the building materials industry, in addition to a new presentation of some 
larger industrial projects--such as a plate glass production line which uses 
floating methods, a cement factory which applies out-of-kiln dec  xposing methods, 
a soda plant, a beer brewery, and a timber processing mill. In order to use 
foreign capital more effectively, Yantai is still striving to implement some 
reforms in management and at the same time stepping up construction of basic 
facilities and development of water and power energy. At present, in order to 
improve the harbor's handling capacity, the Xigangchi construction project of 

the Yantai harbor has been upgraded to a state plan. Rebuilding of the Yantai 
airport is being planned. Posts and telecommunciations construciton projects 

are be‘ng accelerated. Today, besides preparing to build a Yantai University, 
the city of Yantai will also build several institutions of higher educaiton for 
the training of more professionals in economic construction. 


5. 





QINGDAO 





The city of Qingdao is situated in the eastern sector of the Shandong peninsula, 
bordering on the Yellow Sea. It is one of China's important port cities and 

has under its jurisdiction 6 districts and 4 counties, covering an area of 
10,594 square km, with a population of 6.13 miliion. An industrial base of 
Shandong, Qingdao is also very rich in agricultural resources and relatively 
well developed in transportation and communications. It is a famous tourist 

and summer resort of exquisite beauty and charm, a city where the weather is 
like spring all the year round. 


105 


On land and at sea Qingdao is well provided with excellent communications 
facilities. The harbor at Qingdao is one of China's major harbors: It is an 
ice-free and silt-free harbor of great depth and width, with 9 wharfs and 49 
berths, of which 15 are 10,000-ton berths, with a total annual handling capacity 
of 21 million tons, and which maintains navigation routes to over 100 ports 
throughout the world. The hinterland of Qingdao is vast and wide and is well 
served by the Jiaoji Railway and the Lanyan Railway, with highways radiating 

to all points of the province and connecting with other provinces, plus airlines 
leading to Shanghai, Beijing, and Dalian. 


Light industry in the city of Qingdao is founded on a rich and solid base. 

Most prominent are the light and textile industries, followed by the relatively 
well-developed industries of rubber, chemicals, electronic instruments, machinery, 
metallurgy, and building materials, which are complete in varieties and categories. 
Today the city has 1,928 enterprises, with 3.9 billion yuan in fixed assets and 
more than 30 categories of industrial products listed as winners of national gold 
and silver medals. Ranking top in quality are beer, silica gel, soda, followed 

by over 250 categories of products rated as national or provincial high-quality 
products. 


Qingdao is rich in agricultural resources. Situated at the foot of a mountain 
and by the side of a sea, with a stretch of plain, Qingdao possesses relatively 
good conditions for agricultural development, forestry, animal husbandry, side- 
line production, and fishery. It has 5 million mu of land for growing food 
crops, 1 million mu of forest land, 500,000 mu of seabeach, and 800,000 mu of 
shallow waters along the coast. Particularly abundant are food grains, cotton, 
peanuts, fruits, and aquatic products. 


Qingdao is one of China's major seaports for foreign trade. It is a port of 
transit for huge shipments of export commodities from North and Central China. 
In 1983, the harbor of Qingdao exported and imported 5.87 billion yuan worth 
of goods, and the city procured 996 million yuan worth of goods for export. 


Qingdao possesses not only a good industrial and agricultural base but also a 
powerful scientific research force, with 7 institutions of higher education, 3 
vocational colleges, 52 specialized scientific research institutes, 430 factory- 
run research offices, and 30,000 scientific and technological personnel functioning 
as professionasl in Qingdao's development of eocnomy and culture. 


In recent years, the city of Qingdao has achieved significant progress in 
utilization of foreign capital and in the reform of small and medium enterprises. 
From 1979 to 1983, the city used foreign capital to finance import of 2,900 

sets of equipment for over 100 projects, and foreign capital (including the Bank 
of China's foreign exchange loans) of more than US$70 million was used mainly 

for light industry, textile industry, rubber industry, and chemical industry. 

Up to the present time, from Japan, Hong Kong, the United States, Canada, France, 
West Germany, and Italy, more than 50 foreign firms have come on their own to 
Qingdao for talks on industrial and tourist projects. 


At present, the city of Qingdao is energetically creating conditions for a solu- 
tion to water and power problems and for further acceleration of railway and 
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habor construction. A stage-by-stage restructuring of the Liuting Airport in 
Qingdao is under way. Continual improvements in posts and communications facilities 
are being achieved. Construction of a 10,000-circuit electronic-controlled 
automatic telephone project is being expedited. Meanwhile, preparations for 

the building of a microwave communications station and a communications satellite 
earth reception station have begun. 


Along with an intensification in the building of basic installations and 
facilities, the city of Qingdao has taken one step forward in providing investors 
with a new investment climate. A newly-developed urban district of the city of 
Qingdao, the Huangdao Isle, is situated in the western sector of Jiaozhou Bay, 
on the opposite side of the city of Qingdao across the Bay. This is a scenic 
sport of natural beauty with green hills and clear waters, covering an area of 
152 square km, in which there are an oil-exporting wharf and a vower plant. The 
ministry of communications has decided to build this urban district into a new 
port with an annual handling capacity of 40 million tons and to construct a 
Jiaoxian-Huangdao Railway as part of the port's necessary installations. The 
city of Qingdao also plans to pool together and run in this urban district 
Chinese-foreign joint venture and cooperative projects, with foreign firms 
permitted to run financially independent enterprises of their own, mainly in 

the electronic instruments industry, light and food industries, textile and 
apparel industries, in the direction of developing the output of high-grade, 
precision and advanced products. 


Also being planned for construction in Qingdao are two tourist summer resorts 

of scenic beauty. One is the Xuejiadao Isle, situated in the southern sector 

of the Huangdao Isle, covering an area of 8 to 10 square km, surrounded by sea 

on three sides and by mountains on one side, with a huge 3-km-long and 200-meter- 
wide natural beach of soft and fine sands, where the climate is pleasant and 
delightful. The other resort is the Shilaoren District, which covers an area 

of 2.5 square km and is situated east of Shandongtou and west of Silaoren, the 
opposite of Qingdao's front seashore, facing the sea and backing the mountains, 
with excellent air quality, villages and hamlets, factories and plants, and 
superior conditions for development of tourism. A major project today is develop- 
ment of Shilaoren into a tourist and summer resort. At present, foreign 
businessmen and firms from the United States, Japan, Hong Kong, and other coun- 
tries and regions have come for talks on tourism projects. 


6. LIANYUNGANG 


Situated in the intermediate coast of the East China Sea and bordering on the 
Yellow Sea, Lianyungang is within the boundaries of Jiangsu Province. The 
hinterland of Lianyungang lies in the vast Central Plains and the Northwest. 

A seaport with excellent sea-land transport facilities, Lianyungang is a most 
convenient base for the export of goods from 10 provinces in the Central Plains 
and Northwest. 


Under the jurisdiction of the city of Lianyungang are three counties--Donghai, 
Ganyu, and Guanyun--which cover an area of 5,881 square km, with a population 
of 2.93 million. The industries in Lianyungang are relatively complete in 

categories and varieties, having a total of 12 industries, including chemical, 
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textile, machinery, leather and plastics, electronics, arts and crafts, medical, 
building materials, etc. There are in Lianyungang 1,250 industrial enterprises, 
of which over 50 play an important role in national and provincial industrial 
production. Of the industrial products, toilet paper of the Panda brand and 
white wine of the Huaguoshan brand are winners of national silver medals. 
Towels, gunnysacks, and transformers are the key national products. Lianyungang 
possesses one of the nation's four major salterns, the Huaibei Saltern; one of 
the nation’s six phosphorus mines, the Jinping Phosphorus Mine; and one of the 
nation's production bases of alkalization industry. 


Lianyungang is rich in the resources of agriculture, forestry, animal husbandry, 
sideline production, and fishery. It has a food grains base in Donghai County 
and a soybean base in Guanyun County. In 1983, Lianyungang prod iced nearly 

200 million jin of peanuts. The fishing ground in the Bay of Lianyungang, which 
yields more than 57,000 tons of aquatic products, of which over 2,100 tons is 
shrimp, is very well known throughout China for its abundant aquatic products. 
In addition, there are in Lianyungang a mountainous region of more than 300 
square km, a fresh water area of over 300 square km, and a seabeach of 480 
square km, all ready for development and utilization. 


Lianyungang's mineral resources are plentiful in categories and abundant in 
reserves. There are well over 40 kinds of preliminary proven reserves of mineral 
resources, including approximately 400 million tons of serpentine reserves, over 
80 million tons of marble reserves, and a huge quantity of quartz, granite, and 
sand for exploitation and utilization. 


Lianyungang possesses specific basic conditions for foreign investment. It is 
relatively well developed in public facilities, posts and telecommunications, 
culture and education, public health, etc. In particular, it is superior to 
other coastal cities in energy supply. This is because Lianyungang is very 
near the coal mines of Xuzhou and Zaozhuang. Moreover, there are many coal- 
producing areas along the Lanzhou-Lianyungang Railway. The city of Lianyungang 
also possesses good water supply, with adequate sources of water flowing in 
automatically from lakes, conveyed from north of the Chang Jiang, and drawn 
from the Shilianghe Dam. 


A distinctive feature of the city of Lianyungang is its well-developed system 

of communications. Lianyungang has excellent conditions of basic facilities 

and rich management experience. It now is provided with nine berths, five of 
which are 10,000-ton berths. The wharf of Lianyungang measures 1,200 meters 

and has an annual handling capacity of over 8 million tons. It is one of the 
nation's key construction projects. And scheduled to be completed by the end 

of 1985 is the first-phase project of Miaoling New Harbor, which will have an 
annual handling capacity of 15 million tons by that time, and which will add 

ll new berths and increase the total annual handling capacity to 20 million tons 
after completion of the second-phase harbor project in 1990. 


Located a moderate distaince from the various harbors of the nation, Lianyungang 
is 107 miles from Qingdao, 308 miles from Tantai, 342 miles from Dalian, 374 
miles from Shanghai, 491 miles from Tianjin, and 1,195 miles trom Guangzhou. 

It is linked intimately to the various seaports of the world. it maintains 
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navigation traffic with the seaports of 176 countries and areas, notably with 
Hong Kong, Japan, Korea, Singapore, the Philippines, Poland, the Netherlands, 
Greece, West Germany, and the United States. Lianyungang is also endowed with 
adequate land communications facilities. It has the Lanzhou-Liznyungang Railway 
linked to the Beijing-Guangzhou Railway, the Tianjin-Pukou Railway, the Baoshan- 
Chengdu Railway, and the Lanzhou-Xinjiang Railway, with highway communication 
radiating in all directions. 


Lianyungang, a city of centuries-old history, has been one of China's oldest 
communication gateways to the outside world. It is a city beaming with China's 
brilliant cultural legacy of historic value, a city with innumerable scenic 
spots and unique historical sites, a remarkable scenic resort of elegance and 
tranquillity that possesses great potential for tourism. The sole relics of 
the Old Stone Age in China's southeast coastal area are relatively well known, 
extending from Taohuajian to Daxianzhuang along the East China Sea, as are the 
Buddist stone inscriptions on the towering cliff of Kongwangshan, which is 

much older than the Dunhuang frescoes; a complete ecosystem of the temperate 
zone plants in the Yuntai mountains; and other major scenic spots in huaguoshan, 
Kongwanshan, Sucheng, Donglei, and along the coast. 


After opening up its door to the outside world, Lianyungang has made positive 
preparations for creating a better investment climate for foreign investors. 

This year, the city has preliminarily arranged a number of projects for attracting 
foreign capital into construction. Currently it is entering into commercial 

talks with Japan, the United States, Italy, Australia, Belgium, France, West 
Germany, and other countries. Many foreign firms have requested to establish 
enterprises, hotels, guesthouses, wineshops, etc. in the city of Lianyungang. 


7. NANTONG 


The city of Nantong is situated on the northern bank of the lower reaches of the 
Chang Jiang, in the province of Jiangsu, bordering on the Huang He in the east 
and facing the Chang Jiang in the south. It has 6 counties under its jurisdic- 
tion, covering an area of more than 8,000 square km, with a population of 7.4 
million. 


Besides being a good seaport, the city of Nantong has a vast and wide economic 
hinterland. 


the port of Nantong is the last port on the lower reaches of the Chang Jiang. 
It is where all its tributaries meet. Known since the ancient times as "a 
confluence of seas and rivers, a throat of the south and the north," Nantong 
is an important pivot of the communciations which link China to the outside 
world. Here, going through rivers and seas, Nantong reaches out to China's 
coasts and the world's seaports. It reaches out to 15 Chinese provinces and 
cities through the water transport system of the Chang Jiang arteries and 
tributaries. Measuring 26 km in length, 11 to 20 meters in depth, broad and 
extensive in waterway with the maximum width reaching 8 km, the port of Nantong 
is an ice-free and silt-free port that keeps navigation going all the year 
round. It has 3 operation zones, 2 harbor-run operation stations, 9 wharfs, 
including 3 wharfs of more than 10,000 tons, plus 11 berths for river barges. 
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The wharfs, measuring 1,000 meters in length, are furnished with relatively 
large warehouses and freight yards. The harbor, equipped with loading and 
unloading machinery and tugboats of all sizes and shapes, has a comprehensive 
capacity of accommodating the passage of 6.23 million tons of ships and boats. 
At present, the port of Nantong has maintained navigation leading to 30 harbors 
in 26 countries and areas, including Japan, the United States, and the Soviet 
Union. A further expansion of the port is being planned in order to meet the 
needs of opening its door to the outside world. 


The city of Nantong has a sound industrial base. It is rich in agricultural 

and sideline products. The 1983 gross industrial output value was over 6 
billion yuan, of which 2.5 billion yuan was produced in Nantong's urban district. 
There has taken shape in the whole city a diversified system of industries-- 
textiles, light industry, food, machinery, electronics, chemicals, medical, 
architectural engineering, building materials, shipbuilding, and power. The 
city produces many products that occupy a dominant position among similar 
industries in the nation. With a coastline of morethan 200 km and a seabeach 

of over 1.8 million mu, Nantong is very rich not only in offshore aquatic 
resources and seabeach resources, but also in upland freshwater resources. 


The city of Nantong now maintains trade relations with 90 countries and regions 
of the world. Since 1980, export trade has doubled. Foreign capital in excess 
of US$60 million has been put to use. Advanced technology and equipment fer 
more than 100 projects have been imported from Japan, Britain, Italy, the 
Netherlands, West Germany, Switzerland, Belgium, the United States, New Zealand, 
Hong Kong and Macao. 


With a relatively strong construction and architectural engineering force of 
180,000 workers capable of accomplishing modern construction tasks, the city of 
Nantong undertakes construction projects not merely in the nation's 20 provinces, 
municipalities, and autonomous regions, but in foreign countries as well. 


Nantong, a city of long history with well-developed scientific as well as cultural 
and educational undertakings, has 10 institutions of higher education and over 
40 scientific research institutions which, in the conditions of a relatively 
high cultural level of the broad masses of the people, can create professional 
talents for a further opening of its doors to the outside world. 


Clean and tidy in appearance, Nantong is a city of picturesque beauty. Particu- 
larly well-known in Jiangsu is the Langshan scenic spot, which is 8 km away 

from Nantong's urban district. It is composed of Langshan Mountain, Junshan 
Mountain, Jianshan “fountain, Huangnishan Mountain, and Maanshan Mountain, all 
stretching 3.8 km in length, each mountain standing in a different posture of 
its own and presenting a very charming scene against the background of the 

Chang Jiang. The neighboring parks--Meilinchunxiao Park, Beiluyuan Park, and 
Nanjiao Partk--are very famous tourist spots, in which birds sing and flowers 
give forth fragrance in scenes of delightful harmony. 


8. SHANGHAI 


Situated on the bank of the EAst China Sea, right in the middle of the China 
Mainland sea coasts, Shanghai Municipality is one of China's outstanding and 
natural seaports. It covers an area of 6,186 square km with a population of 
11.94 million and is the Chang Jiang's gateway to the sea. 


Shanghai is China's first major municipality with a solid industrial base and 

a well-developed industrial production. It is a comprehensive industrial base 
that is complete and meticulous in industrial categories, strong in designing 
and manufacturing capacities, and prominent in coordinating and assembling 
capabilities. Today the city has more than 8,500 industrial enterprises, of 
which over 5,500 are light industrial enterprises, and 480 are large to mediun- 
size industrial enterprises. Last year, the municipality's gross value of 
industrial output amounted to 67.8 billion yuan, of which 37.7 billion yuan was 
the gross value of light industrial output. The gross value of light industrial 
output constitutes 55.6 percent of the municipality's gross value of industrial 
output. 


Among the various industries in Shanghai the machinery industry stands out most 
prominently. In 1983, the machinery industry's output value was 21.1 billion 
yuan, representing 31 percent of tte municipality's gross value of industrial 
output, followed by textile and chemical indsutries. Also constituting a large 
proportion in the gross value of industrial output are metallurgical industry, 
food industry, and cultural-educational articles industry. Many of Shanghai's 
industries constitute a large proportion in similar industries of the nation, 
and they are also well-known iidustries in the world. Adequate in varieties 
and categories, Shanghai's industries achieve high econemic results, with many 
of its production targets topping the nation's average level. 


Shanghai possesses the superior assets of communications at sea, by land, and 
in the air. 


Shanghai is China's number one major seaport. It is fitted out with up-to-date 
harbor facilities: Today it has 96 berths, of which 45 are at the 10,000-ton 
levelg with wharfs measuring 13,500 meters in full length. The waterway of 
Shanghai leads out to 16 provinces and cities of the nation and to the various 
principal seaports of the world. The 1983 harbor handling capacity of Shanghai 
reached 91.90 million tons, embracing more than one-third of the total handling 
capacity of the nation's major coastal seaports. Shanghai is linked by land to 
the various domestic railway lines, by highways to its neighboring cities and 
towns and villages, by 37 domestic air lines to the various big cities of the 
nation, and by 7 international air lines to many foreign countries and areas. 


Today there are in Shanghai 48 institutions of higher education and more than 
770 natural science research institutes employing 55,000 research workers. 


Shanghai now trades with 166 countries and regions. It runs over 20 shipping 
lines for foreign trade. Exports of the municipality in 1983 amounted to 
US$3.6 billion. Tourism is also developing steadily. Last year, over 440,000 
tourists from 142 countries and regions visited Shanghai. 
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In recent years, Shanghai has achieved relatively good results in making use of 
foreign capital. From 1979 to the end of 1983, foreign capital in he amount of 
US$500 million was put to use in Shanghai, of which US$220 million came from 
direct foreign investments. Among the projects already approved are 11 enter- 
prises of Chinese-foreing joint venture, 12 cooperative projects, 3 leasing 

trade projects, and 152 compensatory trade projects. A vast majority of the 
joint-venture enterprises, with the exception of five enterprises still being 
built, have already gone into operation. At present, Shanghai has charted a 
number of projects for utilziation of foreign capital, has begun drawing up 
simplified procedures for examination and approval of foreign investment projects, 
and has studied formulation of various essential laws and regulations. Construc- 
tion of basic facilities is being stepped up in the Minxing District and the 
Hunggiao District of Shanghai. Enterprises financed by foreign capital and 
enterprises of Chinese-foreign joint venture in the Minxing District have now 
been offered the first batch of land for construction of factories. Today more 
than 10 foreign firms have come to the district for talks. Planning for the 
construction of a new district in Hungqiao has been completed, with two open- 
door companies established to strenghen control and to administer concrete 
management of development matters. 


9. NINGBO 


Situated along China's southeast coast, the city of Ningbo is a well-known 
seaport that has 4 districts and 7 counties under its jurisdiction covering 

an area of 9,400 square km, with a population of 4.81 million. A city of many 
harbors with a coastline measuring 780 km in length, Ningbo has long been a 
major seaport for trading with foreign countries. 


Ningbo plays a vitally important role in Zhejiang's industrial and agricultural 
production. In 1983, it accounted for one-fifth of Zhejiang's gross value of 
industrial and agricultural output, and its exports constituted more than 50 
percent of the province's total exports. Ningbo possesses a relatively sound 
industrial base and has over 1,000 industrial enterprises. A distinctive feature 
of Ningbo is the superiority of its harbor and geographic conditions. Located 

in the intermediate sector of China's seacoast, Ningbo is linked by international 
navigation lines to Korea, Japan, and the various Southeast Asian countries. 
Ningbo, which functions like a fan-shape core of radiation with the Zhoushan 
Islands as its natural bulwark, is a port with excellent development prospects. 
Already built in this seaport are three harbors--Ningbo Harbor, Zhenhai Harbor, 
Beilun Harbor--that have 21 berths, of which 6 are 10,000-ton-plus berths, 
thereby forming a medium-size seaport of different capacities psosessing large, 
medium and small facilities. Of the three harbors, which have a combined annual 
handling capacity of 26.70 million tons, Beilun Harbor is China's best deepwater 
harbor. It is more than 20 meters in depth, accommodating free passage of 

120 ,000-ton ships and possessing a vast land base with no shortage of fresh 
water. Projected to have an annual handling capacity of 100 million tons in 

the future, Ningbo Harbor has included in its construction projects three berths 
for ships carrying sundry goods, a special 5,000-ton wharf for loading and 
unloading liquids of the chemical industry, and a 25,000-ton wharf. 








Ningbo has excellent harbors that possess strong inland transportation capacities. 
A railway in Zhenhai Harbor, which links Zhenhai to Ningbo, has been built and 
open to traffic. Now being built in Beilun is a railway that will soon be open 
to traffic. Thus, by hooking up with the Zhejiang-Jaingxi Railway and the 
Shanghai-Hangzhou Railway, Ningbo is linked to railway networks throughout 

the nation. Moreover, Ningbo possesses strong inland river transportation 
capacities. After the project of linking the Nanjing-Hangzhou Canal to the 
Qiantangjiang River is completed, ships departing from Ningbo can sail along the 
canal directly to the Beijin-Tianjin area. 


Ningbo also possesses good communications facilities. It has a 480-circuit 
telephone installation, which is already open toservice, linking Ningbo to 
Hangzhou. A 960-circuit microwave telephone facility will be operational in 
1985. After completion of Shanghai's building and expanding projects of inter- 
national telecommunications, long-distance automatic switchboard facilities 

and international automatic telephone service will be installed. 


Ningbo is also rich in water and power resources. The newly-built Tingxia 
Reservoir, which provides a storage capacity of 150 million cubic meters, has 
been completed and put to service. Still being built is the Hengshan Reservoir. 
Power supply is relatively adequate. Ningbo is today laying a firm grip on the 
technological reform of small and medium-size enterprises. It also must build 
a number of new projects. In the present stage, Ningbo is striving to channel 
foreign capital into 33 priority reform projects. Meanwhile, it is establishing 
a number of new technology-intensive and capital-intensive enterprises of 

small and medium scale in the coastal indsutrial areas. Moreover, Ningbo is 
also considering the construction of petroleum support bases by utilizing 
development of the East China Sea oilfields and Beilun's favorable conditions. 


An ideal place for developing tourism, Ningbo has numerous world-renowned 
scenic spots and historic sites--the Ayuwang Temple, where the treasure of 
Buddhism, the genuine Buddhist relics of Sakyamuni, founder of Buddhism, is 
preserved and kept; the Tiantong Temple, one of the nation's 5 large Buddhist 
monasteries and home of the Caodong sect of Zen Buddhism, which has more than 

8 million disciples in Japan; Tianyige, the oldest surviving library in Chinese 
history, which keeps 300,000 volumes of books; the Baoguo Temple, which is the 
oldest, most complete, and rarest wood building in an area south of the lower 
reaches of the Chang Jiang. Among the countless scenic spots are the picturesque 
Dongqian Lake; Xikou in Fenghua; the Tiantong Forests Park; Nanxi Hot Springs; 
and Putuoshan, one of the four Holy Lands of Buddhism. 


10. WENZHOU 


Wenzhou, situated on China's southeast coast in Zhejiang Province, has under 
its jurisdiction 9 counties covering an area of more than 110,00 square km. 


Over 100 years ago, Wenzhou was opened up and made a seaport for trading with 
foreign countries. Today, it has direct sea transportation routes linked to 
Japan, Korea, and Hong Kong. Harbor construction in Wenzhou has reached a 
definite dimension, but there is still plenty of room for development. Wenzhou 
now has six 3,000-ton berths and one 5,000-ton berth, with a forward water depth 
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of 5 to 7 meters. Ships of the 5,000-ton class can sail directly to wharfs in 
the city proper. The volume of freight handled in 1983 was 2.4 million tons. 
In the eastern sector of Wenzhou, along both banks of an exit to the sea near 
the Ou Jiang, there is a vast coastal area for building 10,000-ton-plus berths. 


Wenzhou has many traditional trades and professions. Leather, for example, would 
be able to thrust its way into the world market if it could import some crucial 
leather-manufacturing equipment. Well known throughout China for its excellent 
dairy products, Wenzhou exported more than 1,900 tons of dairy products in 
1983, representing 50 percent of the nation's total export of dairy products. 
In addition, Wenzhou also has a definitely solid base for the industries of 
apparel, fireworks, packing machinery, advanced chemical engineering, granite 
processing, etc. 


Wenzhou has excellent resources, and prospects are good, for the development of 
tourism. In the urban district of Wenzhou is Jiangxinyu Isle, which covers an 
area of 107 mu and has two pagodas facing each other in the east and the west, 
respectively built in the Tang Dynasty and the Northern Song Dynasty. Located 
in this area are Wentianxiang Shrine of the Southern Song Dynasty; Yandangshan 
Mountain, the nation's major protected scenic spot, where lies China's renowned 
grand waterfall--Dalongjiu--bearing the inscription "The First Scenic Spot of 
the World" by Guo Moruo. In Taishun County there is a radon spring, which pro- 
vides relatively effective cure for skin disease and neurasthenia at a water 
temperature of 59 degrees centigrade. 


The city of Wenzhou is today energetically charting construction plans, including 
plans for building airports, power plants, and railways, which are projects of 
the first order. With the construction of basic faciliies and installations 
accelerating a gradual idealization of the investment climate for investors, 
the development of Wenzhou is just around the corner. 


11. FUZHOU 


Fuzhou, a coastal city in China's southeast seacoast facing Taiwan across the 
ocean, has under its jurisdiction 8 counties and a population of 4.67 million 
covering an area of 11,968 syuare km. With the major river system of Fujian 
Province--the Min Jiang--running through the city into the sea, Fuzhou is a 
city of mild weather and adequate fainfall that are beneficial to the growth of 
farm crops. It has been known as a land of fragrant flowers and abundant fruits. 


Possessing well-developed transport facilities at sea, on land, and in the air, 
Fuzhou City is a center of communications in Fujian Province. It has railways 
running directly to Nanchang, Xiamen, Guangzhou, Shanghai, Beijing, and other 
places; highways linking all parts of the land; civil airlines flying to and 
from Nanchang, Shanghai, Beijing, Guangzhou, and Hong Kong; convenient sea 
transport routes reaching out to the nation's southern and northern habors and 
leading directly to Xiamen, Shantou, Zhanjiang, and Hong Kong; and inland water 
transport forming the Min Jiang's network of communication lines. 


The Mawei Harbor in Fuzhou, located at the lower reaches of the Min Jiang, 16.4 
km from the Fuzhou Wharf, is an excellent harbor of long standing. Mawei started 
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trading with the Philippines and Southeast Asia during the Later Han dynasty. 
It was made a foreign-oriented trading port in the Ming dynasty. Possessing 
4 berths, of which 2 are 10,000-ton berths, with an annual handling capacity 
of more than 2 million tons, Mawei has in recent years provided accommodations 
for merchant ships sailing into the harbor from over 20 countries and areas, 
including Japan, Indonesia, and Britain. 






























Over the past years, there has been rapid development in Fuzhou's industrial 
and agricultural production. The 1983 gross output value of industry and agri- 
culture reached 3.66 billion yuan, up 72.82 percent over 1978. From 1979 to 
1983, the city made use of US$25.6 million in foreign capital, established 7 
Chinese-foreign joint venture enterprises, set up 13 cooperative enterprises, 
accomplished 23 projects of compensatory trade, and handled 230 projects for 
processing and assembly of imported materials. Fuzhou now trades with more 
than 50 countries and areas in the world and has attained teemendous growth in 
the export of home products. 


To go one step further in opening up its doors to the outside world at an 
accelerated tempo, Fuzhou City has decided to energetically develop integration 
of imported technology with domestic production and to speed up technological 
reform of existing enterprises. It first must attend to installation and opera- 
tion of currently imported projects, development of a series of new projects 

with priority given to the electronic industry, plastic industry, food industry, 
machinery industry, toys industry, and apparel industry, and importing technology. 
In the meantime, the city also intends to concentrate on selecting and evaluating 
sites for economic and technological development parks, thereby providing 
investors with a better and broader investment zone. 


12. GUANGZHOU 


Situated in the northerm part of the Pearl River Delta, spanning both banks of 
the Pearl River, Guangzhou has under its jurisdiction 6 districts and 8 counties 
(Panyu, Huaxian, Zhengcheng, Zingyuan, Conghua, Xinfeng, Longmen, Fogang), 
covering an area of 16,661 square km, with a population of 6.87 million. 


Guangzhou is a political, economic and cultural center of Guangdong Province and 
a pivot of the sea-land-air communications in South China. As early as the Qin 
and Han dynasties, Guangzhou was already a foreign-oriented trading port and 
harbor. It was the first city in China to conduct trade with foreign countries. 
Since the liberation, Guangzhou has remained a major seaport for foreign trade 
and South China's collecting and distributing center for commodities. 


In the past few years, especially since the implementation of special policies 
and flexible measures, the economic development of Guangzhou has progressed by 
leaps and bounds, achieving relatively tremendous growth in the gross output 
value of industry and agriculture, in revenues, and in taxes and profits. 
Among the major cities in China, Guangzhounow stands prominently in economic 
status. 













Composed of 147 industrial categories, mainly in the industries of shipbuilding, 
machinery, textiles, knitting, sugar refinery, home electrical appliances, 
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electronic computers, petrochemical products, light industrial products and 
rubber products of daily use, the city has 4,007 enterprises hiring 780,000 
staff and workers, in addition to more than 5,800 enterprises of individual 
ownership. In 1983, its gross industrial output value amounted to 11.87 billion 
yuan, of which 10.11 billion yuan came from city-run enterprises. In industrial 
production, light industry and texti-.z industry stand out most prominently in 
output value and proportion. The products of light and textile industries, 
which have gradually developed a distinctive pattern of their own, are becoming 
more and more prestigious in the domestic market. 


Apart from rice crop, Guangzhou also produces industrial crops such as sugar 

cane, peanut, fruits, jute and bluish dogbane, tea, vegetables, bamboo and wood. 
Fruits are plentiful in varieties, consisting mainly of oranges and tangerines, 
litchi, banana and pineapple. There are 44 different kinds of litchi. Vegetables 
are produced in large quantities and varieties. 


Situated in an outstanding geographic location, Guangzhou has excellent sea-land- 
air transport facilities, with the Huangpu Harbor and the Guangzhou Harbor 
handling 26 million tons of freight a year, in addition to a 20,000-ton special 
containers wharf. As a collecting and distributing center of domestic goods 

in transit via Hong Kong, Guangzhou exports annually a huge quantity of food 
grains, cotton, rubber, and industrial products. In 1983, Guangzhou ranked 
fourth in the nation for exports and imports. Today it has established trade 
relations with over 5,000 concerns in 133 countries and regions. 


In recent years, Guangzhou has adopted a series of measures and established a 
vast network of trading establishments, restructuring through joint venture and 
cooperation a number of guesthouses and hotels to meet the developments and 
needs of commercial and tourist undertakings. At present, Guangzhou has over 
23,400 commercial shops, food stores, and servicing networks, more than 370 
guesthouses, hotels, workshops, and the nation's renowned guesthouses and 
hotels--Dongfang Guesthouse, Baitiane Guesthouse, Guangzhou Guesthouse, Baiyun 
Guesthouse, Liuhua Guesthouse, China Grand hotel, and Huayuan Guesthouse now 
being built, covering a total floorspace of 2.29 million square meters. 


From 1949 to the end of 1983, contracts of various forms for utilization of 
foreign capital on 140 projects were signed between Guangzhou and over 10 
countries and regions--Hong Kong, Macao, Japan, West Germany, the United States, 
Canada, the Philippines, Singapore, etc. Investment by foreign firms amounted 

to US$446.5 million. Contracts for processing and assembly of 9,900 projects 

for foreign countries at a total value of US$572 million were concluded. Among 
these were 40 projects for industries, 173 projects for transportation and 
communications, 16 projects for tourism and guesthouses, 29 projects for commer- 
cial services, 15 projects for construction of residential hosues, and 12 projects 
for culture, education, public health, and physical education, 


Guangzhou has rich and solid cultural and ecientific-technological forces. 
Today it possesses 18 institutions of higher education, 462 secondary schools, 
17 scientific research institutes with over 68,800 scientific research workers. 














13. ZHANJIANG 


Situated in the northeast of China's Leizhou Peninsula, bordering on the South 
China Sea, within the boundaries of the western sector of Guangdong Province, 
Zhanjiang has under its jurisdiction 5 counties, covering an area of 12,471 
square km with a population of 4.56 million. 


Zhanjiang is South China's excellent natural harbor for trading with foreign 
countries. Today it has nine 10,000-ton wharf berths, of which one is a 50,000- 
ton petroleum wharf. A deepwater and ice-free harbor, with the entire waterway 
accommodating passage of 50,000-ion cargo ships, Zhanjiang handles 11.39 million 
tons of cargo a year. It has a vast hinterland and is a center of communications, 
covering the areas of Hainan Island, Maoming, and Hepu in Guangxi Province. 
Zhanjiang is a seaport for import and export and transit of important goods and 
materials from Hainan Island and the southewestern provinces of Yunnan, Guizhou, 
Guangxi, and Sichuan. It is linked by very short sea transportation lines to 
Southeast Asia, Austrlaia, and countries along the Indian Ocean. The distance 
between Zhanjiang and Hong Kong is only 274 miles. A civil airline linking 
Zhanjiang to Hong Kong is now open to traffic. The project of rebuilding the 
Zhanjiang Airport will be completed by the first half of 1985. 


The industrial and agricultural production of Zhanjiang City is founded on a 
solid base. In 1982, the gross industrial output value of the city amounted to 
970 million yuan, of which 508 million yuan was the gross industrial output value 
of the urban area. There are 1,032 industrial enterprises in the city, with 
food industry and machinery industry accounting for the largest proportion and 
the highest output value in industrial output. Most conspicuous is the sugar 
refining industry, which generates an industrial output value of 170 million 
yuan, representing 17.9 percent of the city’s gross industrial output value. 
The fruits of Zhanjiang, colorful in variety and plentiful in output, with a 
fairly large amount of famous and special fruits, earn about US$6 million a 
year in exports. 


Zhanjiang has achieved initial successes in utilizing foreign capital. In the 
days to come, the city will continue to import advanced technology and equipment, 
intensify technological reform of aging enterprises, and at the same time chart 
plans for development of the Dongshan Island with foreign capital. Located in 
the south of Xiashan, Zhanjiang City, and not far from the city proper, the 
Dongshan Island is surrounded on all sides by sea and linked to the city by a 
gigantic embankment spanning the sea. The island has long coastline, with 
hgihways leading to the city. Topographically it is a plain rich in groundwater 
resources. On the island are places of elegance and beauty, the Dongtoushan 
Isle and the Guangchang Beach, which can be opened up and developed into toruist 
resorts, simultaneously with development of the city's scenic spots--Huguangyan, 
Sanlingshan, Forest Park, Nanshan Forest Isle, and Hedi Dam. 


Zhanjiang, where the western branch of the South China Sea Petroleum Corporation 
is located, has bright prospects for development of the petrochemical industry 
as well as the sea transportation and tourism industries which render services 
to South China Sea petroleum production. 
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14. BEIKAI 


Situated in the northern sector of the Beibu Wan, on the southern tip of Guangxi 
Province, Beihai City is made up of a continental peninsula and two small 
islands, covering an area of 244.9 square km and surrounded by sea on three 
sides, with a population of 166,800. On the western tip of the peuinsula are 
the Guantouling Mountains which, with their rising and falling ridges, provide 

a bulwark for Beihai. As early as the days of Emperor Xianfeng of the Qing 
Dynasty, Beihai was water communications gateway of South China. 


Since liberation, Beihai's industrial and agricultural production has developed 
rapidly. The 1983 gross output value of industry and agriculture was 208 
million yuan, an increase of 26 times over 1950. The seabeach of Beihai covers 
an area of 80,000 mu, of which 26,000 mu can be used for breeding fish and 
shrimp and for growing algae. At present, over 3,000 mu of the seabeach has 
been developed and used. The 1983 output value of fish was close to 59 million 
yuan, 2.5 times more than the output value of agriculture. 


Beihai City is very close to Southeast Asia, not far from Hong Kong and Macao. 

It possesses relatively good transport facilities and historically has been 
China's seaport for trading with foreign countries. The city meets the basic 
conditions for opening its doors to the outside world. Today, Beihai Harbor 

has an annual handling capacity of about 800,000 tons. It is not only an excel- 
lent fishing port, but an industrial and commercial harbor with great potential 
for development as well. In the western coastal waters of Beihai City, remaining 
unchanged for over 100 years, lies a natural channel, 6 to 10 meters deep, where 
berths of the 10,000-ton class can be built. On the land are more than 10 square 
km of sandy beaches and wasteland that can be used for building warehouses, 
storage grounds, and installations for daily use. The harbor, surrounded by 

land which reduces stormy waves to a minimum, has a short but wide navigation 
channel that can accommodate passage of 20,000-ton cargo ships after completion 
of projects costing little. Gradual improvement can also be achieved in trans- 
porting capacity between the harbor and the inland areas. After completion of 
the Nanfang Railway and the Nankun Railway, if one more railway (86 km in Length) 
or one more freeway starting from Qinzhou is built and added to the two railways, 
the Beiahi Harbor will become Southwest China's major passageway for exports 

and imports. By then, the provinces of Sichuan and Yunnan as well as Guizhou 
and Guangxi will have a good harbor--the nearest harbor offering the lowest 
freight all the year round--for handling their exports and imports. 


The city of Beihai has a vast hinterland, bordering on Yulin, Qinzhou, and 
Nanning, which are Guangxi's major producing areas of food and indsutrial crops, 
and which have great potential for development of the breeding industry, light 
industry, and food industry. Beihai is also very rich in mineral resources. 
According to data provided by the South China Sea Petroleum Prospecting Command 
Post, the Beibu Wan has 350 million tons to 500 million tons of oil reserves. 
Huge oil fields may hopefully be unveiled in Shiwanshan Mountains located in the 
vicinity of Beinai. In the future, Beihai will be able to develop its petroleum 
industry, and it can be made a support base for servicing petroleum production. 
It also has rich deposits of quartz sands containing as high as 99.6 percent 
silicon, ilmenite of exploiting value, several million tons of coral grains in 


118 











reserve, and volcanic ash for developing the cement industry. The sea water in 
Beihai has a very high density and is beneficial to extraction of bromine. 


Beihai has relatively adequate water and power resources. It is here that 1,000 
to 3,000 tons of groundwater can be pumped out of each square kilometer of land. 
The Niuweiling Dam, which has a storage capacity of 12 million cubic meters and 
which supplies 60 million cubic meters of water a year, can provide industries 
with water. The power supply shortage is being solved. Emphasis is now being 
placed on the building of a 110,000-volt high-tension power line. Another 

110 ,000-volt high-tension power line, starting from Qinzhou, will be installed 
in the future to supply 80,000 kilowatts of power. Also being built is a 
microwave communication installation. 


Beihai also possesses excellent resources for tourism. It has a bay area sloping 
gently along a charming blue sea by the side of a vast beach of fine and soft 
sands--an ideal place for building vacation villas. In addition, Beihai has 

many other scenic spots and historic sites, including the well-known Dongpo 
Pavilion, which always makes visitors and tourists linger on and on without 
wanting to go home. 
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HONG KONG MEDIA ON CHINA 


SEZ POLICIES PARTIALLY APPLIED IN 14 COASTAL CITIES 
Hong Kong JINGJI DAOBAO / ECONOMIC REPORETER/ in Chinese No 24, 18 Jun 84 p 5 


/Article by Kuan Chung /7070 0022/: "An Important Decision Commanding Chinese 
and Foreign Attention--14 Coastal | Cities Taking One Step Forward in Opening 
Their Doors to the Outside World"/ 


/Text/ The announcement that 14 coastal cities in China have recently taken one 
step forward in opening their doors to the outside world is arousing considerable 
attention and generating vehement discussions. In the light of materials and 
data gathered, and on the basis of his own observation, the writer presents 

views on this issue. 


People may say that the one step forward taken by the 14 coastal cities in 
opening their doors to the outside world is a direct outcome of Deng Xiaoping's 
inspection of the special economic zones. 


Early this year, Deng Xiaoping, accompanied by Wang Zhen /3769 7201/ and others, 
departed Beijing for the South in a motorcade. They first went to the Shenzhen 
Special Economic Zone, then crossed the sea to tour the Zhuhai Special Economic 
Zone, and finally visisted the Xiamen Special Economic Zone. In the words of 
Deng Xiaoping, the special economic zones were established on an experimental 
basis in compliance with his wishes. Now that years have gone by, Deng came to 
see how the special economic zones were being run. 


What was the conclusion after the inspection? All the way Deng Xiaoping was 
reportedly said to have been in a state of high spirits, although he talked 
very little. Nevertheless, the inscriptions he wrote for the three special 
economic zones, when viewed as one integrated entity, were indicative of a very 
perfect concept: The decision to run special economic zones is a correct one. 
The special economic zones are well run. They should be run at a faster pace 
and with better results in the future. 


Shortly afterwards, the CPC Central Committee and the State Council held a forum 
in connection with the work on some of the coastal cities. Attending the forum 
were members of the Secretariat of the CPC Central Committee, leaders of the 
State Council, and leadership cadres of the various ministries and departments 
of the central authorities. The forum adopted a decision on taking one step 
forward in opening the doors of 14 coastal cities to the outside worid. 
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It is generally believed that China's establishment of the special economic zones 
is aimed at attracting foreign funds and at absorbing foreign advanced technology 
and scientific management experience. It is also believed that China's estab- 
lishment of the special economic zones is geared to the needs of implementing 
regional development and construction, and that establishment of the Shenzhen 
Special Economic Zone benefits particularly the attainment of a solution to the 
Hong Kong issue. All this is of course correctly charted, but one of the most 
important gaols of establishing the special economic zones is to open up China 

to the outside world and to run the special economic zones like “experimental 
farms." It is altogether fitting and proper that the experiences and practices 
of the special economic zones are being applied and popularized first in the 
coastal cities, which have relatively powerful industrial bases, transportation 
and communication facilities, and a fairly large number of scientific-technological 
and managerial personnel. It can be anticipated that as time goes on the expvri- 
ences which in practice have proved effective in the special economic zones will 
be adopted for implementation not only in coastal cities and in regions along 
rivers, but in China's inland areas as well. 


It should be pointed out that what has already been put into effect in the 14 
coastal cities currently taking one step foward in opening up their doors to the 
outside world is a part of the policies, rather than a mechanical imitation and 
transplanting of all the practices, of the special economic zones. This means 
that in the course of taking one step forward in opening up their doors to the 
outside world, full consideration has been given to the distinctive features of 
the 14 coastal cities, which are not being run like the existing special economic 
zones. 


Taking one step forward in opening up the doors of the 14 coastal cities to the 
outside world is aimed at giving preferential treatment to foreign firms which 
have invested in factories and run various nonproductive enterprises and at 
expanding the rights of the coastal cities to act independently. 


it is said that the foreign firms that have invested in factories in these coastal 
cities may have better preferential treatment in accordance with stipulations, 
that they may run enterprises solely financed by their own capital, that they 

may appropriately extend the period of copartnership in their joint-venture 
enterprises, and that they may provide a portion of the products of advanced 
technology for sale in the domestic markets. 


In the future, the 14 coastal cities utilizing foreign funds for building pro- 
ductive projects may examine and approve by themselves the use of such foreign 
funds (in the amounts of, for example, USS10 million, US$30 million, US$3 
million, or US$5 million). This limitation does not apply to the nonproductive 
projects. Meanwhile, the central authorities will allocate a specific amount 
of foreign exchange reserve or foreign exchange quota to the various coastal 
cities for their own use. In the light of the successful experiences of the 
special economic zones, the 14 coastal cities may implement step by step a 
system of responsibility for public bidding and for contracting capital construc- 
tion projects, a system of contract workers and staff, a system of inviting 
applications for the jobs of cadres, a system of floating wages, and various 
systems of management responsibility. The coastal cities may also examine and 
approve by themselves import of equipment and inspection tours of foreign 
countries. 
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In the decision of going one step forward in opening up the doors of the 14 
coastal cities to the outside world, some of the cities are permitted to mark 
out a plot of well-demarcated land for use gradually as economic-technological 
development zones. 


By the economic-technological development zones is meant the adopting in some 
zones of preferential measures (similar to certain policies and stipulations 

of the special economic zones) for luring foreign investments into an establish- 
ment of industrial enterprises. Some of the economic-technological development 
zones may also be developed into bases of international entrepot trade. 


The economic-technological development zones are entirely different from the 
special economic zones. Whereas a special economic zone is relatively independent 
in administration and its government is vested with tremendous rights of sover- 
eignty, an economic-technological development zone is not independent 
administratively, for it functions merely as an economic zone under the juris- 
diction of a coastal city. A special economic zone is a comprehensive zone which 
integrates into one entity industry, commerce, banking industry, real estate 
industry, and service trade, whereas an economic-technological development zone 
is a specialized zone which embodies industry, scientific research, entrepot 
trade, etc. A special economic zone combines into one entity production and 
livelihood services, whereas an economic-technological development zone does 

not integrate into one entity production and livelihood services, and it is not 
entitled to a tax-free preferential treatment for commercial products of daily 
use in the zone. 


However, the economic development zones may carry into effect some of the 
preferential measures implemented in the special economic zones. Example: the 
production enterprises in the economic development zones pay a 15 percent income 
tax; the foreign firms remitting their profits out of the country are not 
required to pay remittance tax; the preferential policies and the management 
measures of the special economic zones are applicable also to the enterprises in 
the economic development zones which import for their own use building materials, 
production facilities, raw and processed materials, spare parts and fittings, 
components, means of communications, office supplies, and which export products 
to foreign countries or well products in the domestic markets. On the economic 
deve lopment zones the state also imposes necessary measures of supervision. 


Will the priority development of economy in the coastal areas affect the tempo 
of economic development in the inland areas? No, for only a developed economy 
in the coastal areas can render possible an accumulation of more funds, an 
absorption and mastery of more advanced technology and management experience, 
an upbringing of more men of talents, for aiding and supporting and generating 
developments in the inland areas. The limited funds, if first channeled into 
the inland areas, may conversely slow down the pace of development. 


Over the past years, by establishing special economic zones in Shenzhen and 
other areas and by using them as selected points for experimenting with reform 
of the economic system, China has found through groping and fumbling a road to 
realization of modern socialist construction with Chinese characteristics. Now 
some practices and experiences of the special economic zones are being applied 
first in the coastal cities. This will continue to push forward vigorously the 
reform of China's economic system. 
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